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ADVERTISEMENTS 


THREE INDISPENSABLES 


which must be dealt with promptly and accurately 


“AOLLERITA® 


now provides a machine specially designed 


for the rapid preparation of Invoices, Ledgers 
and Statements. Particulars will be gladly 
forwarded on request. 


." 


The ‘“ HOLLERITH” electrical method of 
punched-card accounting is the most 
modern contribution to efficiency and 
the perfect specific for staff depletion — 
NATIONAL SERVICE indeed. 


THE BRITISH TABULATING MACHINE CO. LTD. 
Victoria House, Southampton Row, London, W.C.| 
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PROFESSIONAL NOTES 


The New War Loan 

The new war loan, which opened for subscription 
last Tuesday and will remain open until further notice, 
is in the form of National War Bonds issued at par, 
bearing interest at 2} per cent. from the date of 
subscription and repayable at par between July, 
1945, and July, 1947. The security is mainly 
intended for the large institutional investors, to whom 
the short tenure, and a rate of interest showing up 
favourably with those of comparable stocks, are 
attractive features. But special arrangements are 
also made for the small investor. Subscriptions may 
be made in sums of {25 or in multiples of £5 above 
that amount through the Post Office and Trustee 
Savings Banks. Moreover, income tax not 
deductible at source from the interest on small in- 
vestments. A maximum of £1,000 of National War 
Bonds is set for any single small investor. The 
Bonds will remain ‘‘ on tap,” no limit being placed 
on the amount to be issued, so that, in conjunction 
with the National Savings Certificates and Defence 
Bonds, three forms of direct lending to the Govern- 
ment are continuously available to the public. 
Purchases of these last two types of securities continue 
at a high level; the total for the second week of 
une, “ National Savings Week,”’ was no less than 


is 


£17.93 million, and £2.24 million was added to the 
balance due to depositors in the Post Office Savings 
Bank during the same period. Since the opening of 
the war savings campaign £104.44 million has been 
raised through Savings Certificates and £98.21 million 
through Defence Bonds. In the same period savings 
banks’ deposits have increased by {£30.97 million, 
making a grand total of £233.62 million. 


Loans Without Interest 

The Chancellor has wisely decided to offer facilities 
to those who are willing to lend money to the Govern- 
ment without interest. Subscriptions are invited for 
the term of the war, repayment being due three 
months after the Peace Treaty is concluded. Small 
savers wishing to lend less than {100 may deposit 
the money in the Post Office Savings Bank with 
instructions that the interest is to be credited to the 
Exchequer. The amount of money which will be 
lent without interest may be limited but it is satis- 
factory that proper provision is now made for the 
owners of capital, large and small, who wish to show 
their patriotism and self-sacrifice in this way. As 
for trustees and bodies holding the resources of 
members for investment, it is not clear that the same 
facilities apply to them, however earnest may be the 
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desire to relinguish interest to the Government. A 
correspondent to The Times quotes the opinion of 
counsel on this matter, arising out of a question 
submitted by a trade union. Apparently counsel 
advised that since the primary duty of the union’s 
trustees is to take every reasonable step to safeguard 
the union and its investments—-which would both 
disappear if the war were lost by this country —and 
since one of the best ways of helping the Government 
to win the war is to lend money free of interest, 
this course might be followed by the union. But 
the argument used by counsel in this opinion might 


be considered rather roundabout and there appears” 


to have been at least one case where a trade union 
has been advised in a sense contrary to that quoted. 
The position of trustees might well be made quite 
clear by a special provision, which could presumably 
take the form of an Order issued under the Defence 
Regulations. The consequence would undoubtedly 
be an increase in the volume of interest-free 
Government debt. 


Complicated Legislation 

The interpretation of the word “ reasonable ”’ is so 
much a matter of individual judgment that it is 
regrettable its use could not be avoided in an import- 
ant clause added to the Finance Bill during its 
progress through the Commons. The clause gives 
power to the Commissioners of Inland Revenue to 
disallow in Excess Profits Tax computations items of 
expenditure which cannot be shown to have been 
reasonably necessary for the purposes of the business. 
The intention of the clause is admirable, for even the 
limitation on supplies of capital goods would not 
prevent enlarged and unnecessary expenditure in 
other directions, perhaps not on the scale met 
with in the case of the Excess Profits Duty, but 
nevertheless substantial and entirely contrary to the 
interests of the country and at the expense of the 
Revenue. But what is meant by “ reasonable ”’ has 
given rise to much argument and litigation in the 
past. Some alternative wording of the clause—which 
surely would not be beyond the powers of the 
Parliamentary draftsmen—would be preferable, for 
it is desirable in present conditions that complications 
and difficulties should be kept to the absolute mini- 
mum. The part of the Finance Bill dealing with the 
Excess Profits Tax alone runs to some 40 pages and 
is crammed full of complexities demanding the most 
careful study, even from the expert in taxation— 
who is far from certain himself on some of the more 
obscure points. The time has surely come when we 
should seek simplicity along with the other canons 
of sound taxation laid down by Adam Smith—equity, 
convenience and economy in collection. In times 
like the present, our energics must be devoted to the 
full towards the prosecution of the war ; verbal and 
legalistic complications can only impede our national 
effort. 


War Damage to Property 
larlier in the war, the Government’s scheme of 
compensation for war damage to property was 
subjected to as much criticism as the stocks insurance 
In the face of recent developments, however, 


scheme. 


July, 1946 


attention has been concentrated on other aspects of 
the war and criticism of both schemes has receded 
into the background. On one point, it may be 
noted, the Government have now met their critics, 
for they have decided that part of the compensation 
for damage to essential household furniture and 
clothing can be paid during the war on account of 
the amount ultimately due. Previously the plan 
provided for post-war compensation only. The 
amounts pavable on account will vary according to 
individual needs and will only be made where the 
household income does not exceed £400 per annum, 
in the case of furniture, and the applicant’s income 
does not exceed £250 per annum where there are no 
dependents and {400 per annum where there are 
dependents, in the case of clothing. The maximum 
advance for furniture will be £50 and for clothing 
it will be £10 where there are no dependents and £20 
where one dependent or £30 where more than one 
dependent has also suffered damage. 


Limited Dividend Bill Withdrawn 


It is not easy to share the satisfaction of tliose 
who welcomed the withdrawal of the limited dividend 
legislation. Since the Excess Profits Tax is now at 
the rate of 100 per cent., the limitation upon dividend 
payments (described in our last issue) would 
admittedly have had a restricted scope, but there 
seems to be no adequate reason why those few 
companies which, contrary to the general experience, 
will have large free resources, should be free to 
distribute them. The restriction on dividends would 
have been easily administered and it would have had 
a useful psychological effect in emphasising the 
necessity of retrenchment in personal consumption. 
Moreover, the Chancellor of the Exchequer tacitly 
admitted, when he urged directors voluntarily to 
refrain from increasing dividends, that the legis! ition 
would not have been superfluous. 


SHORTER NOTES 


In future there will be only one Report by the 
Chief Registrar of Friendly Societies, instead of five, 
and only a brief statement of the Department’s work 
and some statistical information will be given. Durmg 
1938, 1,350 public auditors were appointed to act. 
There were 8,052 audits in 1937 and the fees charged 
(including fees for work outside the statutory audit 
and expenses) were £170,380. 


. * * 


The Board of Trade have issued an order adits 4 
further item to those which may be charged in the 
costs of a business for the adjusting of prices under the 
Prices of Goods Act. The item refers to “ sums repre 
senting reasonable remuneration in respect of service 
rendered in connection with the business.” The com 
cession is intended to apply mainly to the small retailer 
whose livelihood depends on his takings. The eflet 
of the new Order is that so far as the profits of such 4 
retailer have constituted reasonable remuneration 1" 
his own work, they may be treated as though he “4! 
been paid an equivalent sum in salary. 
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Excess Profits Tax as Revised 


This article summarises the changes in the Excess Profits Tax contained in the Finance Act, 1940, 
which received the Royal Assent on [une 27. 


Substituted Standard 

While the new proposals will enable the Com- 
missioners or the Board to give a standard to busi- 
nesses which were depressed in the standard period, 
they repeal the powers of the Board to allow an 
increased standard where some specific cause has 
decreased the profits in the standard period. As an 
example, the original provision would have per- 
mitted the Board to eliminate an abnormal loss, 
whatever the profits; the new proposals limit the 
substituted standard in various ways, with an over- 
riding limitation of six per cent. on the average 
capital employed in the standard period (eight per 
cent. for director-controlled companies, partnerships 
and sole traders). 

The following illustration shows the progressive 
steps : 

Agreed Facts. Director-controlled company. 

Standard period 1935. Profits (E.P.T. basis), 1935, 

£1,800. One working proprietor. Average capital, 

1935, £50,000. Capital December 31, 1934—E.P.T. 

basis £55,000 ; going concern basis, £52,000. Share 
capital : 5 per cent. Preference shares £25,000, Ordinary 

shares £20,000. 

If the Commissioners agree that the profits of 1935 
were so low that it would not be just to ascertain the 
standard by reference to the profits, they could 
increase the standard profits to 

8 per cent. on £20,000 Ordinary share 


capital ee aa ae 1,600 
5 per cent. on £25,000 Preference share 

capital ... — ine vale -. 1,250 

Maximum <a _— ... £2,850 


If the Board of Referees are satisfied that, in addi- 
tion to the profits being unjustly low, the paid-up 
share capital in 1935 did not fully represent the net 
value of the assets employed in the business, they 
can adjust the standard profits to a figure not exceed. 
ing- 

Going concern value, December 31, 1934 52,000 

Deduct Capital on E.P.T. basis 

December 31, 1934... 55,000 
Less Average Capital, 1935 50,000 5,000 


(47,000 


Max. 8 per cent. on £47,000 £3,760 


If the Board are satisfied that the business in 1935 
was in a depressed industry, they may disregard the 
last limitation, but cannot fix a standard exceeding 
8 per cent. on £50,000 (average capital) £4,000. 

_ Itis likely that the accumulated losses of a business 
ina depressed industry will, in the standard period, 
have reduced the net assets below the paid-up share 
capital. In that case, an application to the Board 
may result in a very meagre standard. Admittedly, 
‘ny increase in the assets employed in the chargeable 
accounting period will increase the standard by the 
‘tatutory percentage over the increase, but the 
business may be worse off than one newly established, 
és shown below :— | 

Capital : £50,000 5 per cent. Preference ; £30,000 


Ordinary ; 41,000 Deferred. Average capital, 1935, 
130,000 ; 1940, 480,000, Profits, 1935, £2,000 ; 1940, 
£12,000. 

Comunissioners’ Maxiinum 
5 per cent. on £50,000 £2,500 Notre.—The Board 


G per cent. on £31,000 1,860 of Referees can 
disregard the fact 
£4,360 that the paid-up 


capital more than 

represented the 

net assets, but 

cannot exceed the 
Over-riding Maximum. over-riding maxi- 
6 per cent. on £50,000 43,000 mum. 


Qld Business New Business 


} £ 

Profits, 1940: 12,000 12,000 

Standard Profits ... 43,000 6,400 
Av. Capital, S°, on £80,000) 


1940 80,000 
1935 50,000 


£30,000 


8°, on £30,000 2 400 5 40) 
nee renee £6,600 £5,600 


- —<——— | 

An additional fact to be borne in mind in the new 
clause is that assets the value of which is permanently 
lost are to be eliminated. 

Dominion Excess Profits Tax Relief 

Where an Order in Council is issued that arrange- 
ments for reciprocal relief have been made with a 
Dominion (a term including protectorates, mandated 
territories, etc.), relief from double taxation is to be 
given as follows: 

(a) Compute the amount of E.P.1. payable in the 
U.K., disregarding N.D.C. except in computing 
capital ; 

(b) Compute the amount of E.I’.l. pavable in the 
Dominion ; 

(c) Relief will be given in the U.Ix. of such proportion 
of the lower of (a) and (b) as (a) bears to ((a) plus 
(b)) ; 

(d) Relief in the Dominion will be such proportion of 
the lower of (a) and (6) as (b) bears to ((a) plus (6)). 

Iilustvation. (a) {10,000 (b) £4,000, 


1 ; o- 
Kelief in UIs, 14 of £4,000 £2,857 


4 
Dominion 1g 0! 44,000 £1,143 


If any amount is found to be incorrect, for example, 
as a result of a subsequent deficiency, a re-calculation 
and adjustment of the relief will follow. 

This relief is not to be less favourable to the tax- 
payer than if the Dominion E.P.T. was allowed as a 
deduction from profits. 

Working Proprietor 

The provision that, in order to qualify as a pro- 
prietor, a director had to own not less than one-fifth 
of the share capital, was obviously too drastic, and 
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the revision to “‘more than one-twentieth”’ is wel- 
comed. A working proprietor is still one who works 
full time for over half the period. 


Partnerships 

It was somewhat anomalous that a partnership's 
statutory percentage was ten, even if one of the 
partners was a company not controlled by the 
directors. This is rectified by reducing the per- 
centage to eight on that part of the average capital 
employed which represents the share of the company. 

Exceptional Depreciation 

Rule 3 of Part 1 of the 7th Schedule to the Finance 
(No. 2) Act, 1939, provides relief for exceptional 
depreciation of buildings, plant or machinery provided 
by the person carrying on the trade. This contains 
no provision for a succession ; and the omission is to 
be rectified, the asset being regarded as provided 
by both transferor and transferee of the business 
with which it is transferred but so that the total 
allowance granted shall not exceed that which would 
have been obtained if there had been no change of 
ownership. A succession to a part of a trade is also 
covered, 

Apportionment of Expenses 

The Commissioners may spread over the appro- 
priate accounting periods any expense which they 
consider not reasonably or properly attributable to 
the accounting period in which it is charged. 

Investments 

Provision is made that a business, part of which 
consists of banking, assurance or dealing in invest- 
ments, must include in profits all income from invest 
ments held for the purposes of that part of the busi- 
ness. 

Where the persons carrying on the business of a 
building society, or of a bank, assurance, or invest- 
ment dealing or holding (or partly so doing), are 
neither domiciled nor ordinarily resident in_ the 
U.K., interest from tax-free Treasury securities 
(.g., 34 per cent. War Loan) is to be excluded 
unless the conditions of issue provide otherwise. 
But where such interest is excluded, any expenses 
attributable to the acquisition or holding of, or any 
transaction in, the securities and any profits or losses 
so attributable, must also be excluded. Interest on 
money borrowed for the purpose of acquiring the 
securities, however, is only to be excluded to the 
extent that the principal of the borrowed money 
must be regarded as reduced by the value of the 
investments. (This is to counteract the repercussions 
of the Bank of New Zealand case.) 


Remuneration of Directors of Director-controlled 
Companies 

The original rule disallowed any excess of directors’ 
remuneration over that paid in the standard period ; 
unless the remuneration had_ declined, — this 
eliminated remuneration entirely. The new rule will 
disallow directors’ remuneration in both the charge- 
able and the standard periods, except, of course, in 
respect of whole-time service directors. A company 
may have been director-controlled for only part of 
the chargeable accounting period (or the accounting 
period including the chargeable accounting period), 


CC ll 


ACCOUNTANCY 


’ 


July, 1949 


or for only part of the standard period or a previous 
accounting period including a chargeable accounting 
period. Here no deduction for directors’ remunera- 
tion is to be allowed for either the chargeable account. 
ing period or the standard period, unless the Com- 
missioners otherwise direct. The aim is to compare 
like with like. 
Sinking Fund 

The deduction for sinking fund purposes allowed 4 
local authority carrying on a business is extended toa 
public authority provided that it has no share 
capital, that the interest payable on all its stock and 
other loan capital is at a fixed rate, and that the 
sinking fund is required by an Act of Parliament. 

Unproductive Assets 

If, during the whole or part of the standard period, 
any assets were inherently unproductive, application 
can be made to the Commissioners for the exclusion 
of those and other assets from the average capital 
employed in the standard period and all chargeable 
accounting periods, in respect of any part of the 
period during which they were inherently unproduc- 
tive. The Commissioners can modify the provisions 
where a substituted standard is given. 

Deductions in Computing Capital 

The original provisions only allowed as deductions 
from the cost of assets wear and tear and depreciation 
allowances as given for tax purposes, any contribu- 
tions from public funds and bad debt reserves, ete. 
allowed for income tax. There is now to be inserted 
“any other deductions in respect of reduced values 
of assets as are allowable in computing profits for 
the purposes of income tax.” It is also made clear 
that debts deductible include any accruing liabilit\ 
allowed as a deduction in the computation of profits 
An assurance company is to deduct any profits 


belonging or allocated to, or reserved for, or expended 
on behalf of, policyholders or annuitants. But for 
these amendments, it might have been argued that 
only debts due were deductible. 
Investment and Similar Companies 

To remove any possibility of argument, it is to b 
provided that in the cases of businesses not falling 
within Case 1 of Schedule D (for example, farmers, 
investment companies, etc.), references to deductions 
etc., allowable for income-tax purposes are to b 
construed as references to deductions which would b 
allowable if the business was assessable under Case ! 


Losses 
It is made quite clear that losses are to be cot: 
puted in exactly the same way as profits for all tl 
purposes of the Acts. 
Deficiencies 
No relief is to be given for a deficiency occurmh: 
while the business was being carried on neither 
the U.K. nor by a person ordinarily resident in th 
U.K. Appeals will lie as regards deficiencies in t! 
same way as against assessments. 
Successions and Amalgamations 
In the case of a succession or amalgamation afte: 
March 31, 1939, Section 16 (2) and (3) of the No. = 
Act, 1939, provides that standard profits are to b 
computed by reference to the former business' 
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In particular, in computing capital employed, no 
regard is to be had to any consideration in respect 
of the transfer of the business(es) or any of its (their) 
assets. The 1940 Act provides that any consideration 
so disregarded must also be disregarded in arriving at 
deductions for wear and tear, obsolescence, factory 
depreciation, etc. 

The right to apply for a continuance of the standard 
of the “‘old’”’ business in the case of a succession 
before April 1, 1939, is extended to include transfers 
at any time after December 31, 1934, provided the 
business was commenced before July 2, 1936. 

In all cases where a successor is regarded as con- 
tinuing a former business, profits and capital com- 
putations are to be subject to such modifications as 
the Commissioners think just, and they may alter the 
periods which would otherwise be chargeable account- 
ing periods. Appeal will lie to the Board of Referees. 

Relationship of E.P.T. to N.D.C. 

It is made clear that the comparison of E.P.T. 
with N.D.C. is not to affect the proportionate N.D.C. 
on profits prior to April 1, 1939. 

Where an appeal is pending against an E.P.T. 
assessment, the amount of N.D.C. that would be 
payable if no E.P.T. were assessable (less any existing 
N.D.C. assessment for the period) is to be deemed 
not in dispute. Similarly, N.D.C. is to be regarded 
as not in dispute to the extent that E.P.T. would be 
pavable if there were no N.D.C. 

In Committee, the following vital new clauses were 
inserted :—- 

Increased Rate 

The rate of E.P.T. is increased from April 1, 1940, 
to 100 per cent. for all trades and businesses liable 
to the tax. Where a chargeable accounting period 
commenced before and ends after that date, the profits 
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are to be apportioned (in months and fractions of 
months). 
Deficiencies 

So much of any deficiency as falls after April 1, 
1940, is to be set first against excess profits arising 
after that date ; so much as falls before that date is 
to be set first against excess profits before’ that date. 
This is a necessary corrollary of the increased rate. 

Disallowance of ‘“‘ Unnecessary”’ Expenses 

To prevent waste and extravagance the Com- 
missioners may disallow any expenses exceeding the 
amount which they consider reasonable and necessary, 
having regard to the requirements of the business, 
and, in the case of directors’ fees or other payments 
for services, to the services actually rendered. Appeal 
lies to the Board of Referees. Coupled with the 
power to apportion expenses — see above —- this 
places a powerful weapon in the hands of the Com- 
missioners. Expenses disallowed will obviously have 
to be met out of standard profits. 

Minimum Standard 

At the Report stage, the minimum standard, in the 
case of a business carried on by a sole trader, a 
partnership, or a director-controlled company, was 
increased to £1,500 per working proprietor, maximum 
to £6,000. The Commissioners are empowered to 
increase this by up to £1,000 per working proprietor 
(maximum increase £4,000) in respect of not more than 
four working proprietors, if satisfied that, having 
regard to the nature of the business and the value 
of the assets, the lower sum is inadequate. To qualify 
aS a proprietor, a director must own more than one- 
twentieth of the share capital of the company. The 
minimum of £1,000 still applies to other companies. 

Interconnected Companies 

An article in the next issue of ACCOUNTANCY will 

deal fully with the changes under this head. 


The Accountant and the Limitation of Home 
Trade Supplies 


The Purpose of Limitation 

As part of the general scheme for diverting produc- 
ton to export channels and for releasing productive 
fesources for war purposes, the Government has 
introduced Orders drastically restricting the supply of 
certain types of goods to the home trade. The effect 
of these Orders is that the amount of controlled goods 
passing to retailers is limited to certain proportions of 
the amount which passed in a standard period. The 
festriction is placed not directly upon the purchases 
made by retailers but upon the supplies by whole- 
‘alers, manufacturers and others. ‘This means that 
(etails of supplies made in the standard period must 
be returned to the authorities so that the permitted 
quota for current supplies can be computed. In this 
work the accountant obviously has an important part 
‘o play. He may be asked to advise his clients on the 
*ystem of accounts and records required for making 
the returns of supplies effected in the standard period 
and also at a later stage actual amounts supplied in 
the Current period) and he will be required by the 
Board of Trade to make an examination of the returns 
and to report thereon. 


The Method of Limitation 

A General Summary of the new Orders is given in 
Table 1, from which it will be seen that the first 
Order controlled the trade in cotton, rayon and linen 
piece-goods and made-up goods, the second Order 
including a much wider range of non-essential goods 
The method adopted in the second Order is roughly 
the same as in the first, except that the first controls 
the supplies by quantities and the second by values. 

It is desirable, before passing to the accountancy 
problems involved, briefly to consider the details of 
the method of control itself. For this purpose, the 
Orde1 controlling piece-goods and made-up 
will be considered in some detail. The second Order 
follows the same lines so that its provisions will aot 
here be given in any detail ; moreover, the change from 
quantities to values clearly means that in one respect 
the accountant’s work is simplified. Thus this article 
will deal in general with the piece-goods and made-up 
goods control, leaving the necessary adaptations for 
the more general control to be made by the reader 
himself. It should be mentioned in this connection 
that the time available for the work involved in the 
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first Order is much shorter, since returns and account 
ants’ reports will be required in the immediate future 

It was laid down in the first Order that wholesalers 
should register with the Board of Trade, and a list of 
some 5,000 such registered persons has recently been 
published. These, together with manufacturers of 
controlled goods, are required to limit the quantities 
of such supplied by them during the first 
controlled period (April 16 to September 30, 1940), 
the limit being 75 per cent. of the supplies effected in 
the standard period (April |) to September 30, 
1939). The limit of 75 per cent. is an over-all limit 
for all controlled goods, but for linen goods considered 
alone the limit is 50 per cent. It will be seen that 
this provision permits the balance of a linen quota to 
be used for current supplies of cotton and rayon, 
provided that the over-all quota of 75 per cent. 1s 
not exceeded very registered person or manu 
facturer of controlled goods must restrict his supplies 
to the retail trade, but may himself obtain supplies 
without restriction. Supplies required in the execution 
of Government contracts are free from restriction as 
are also supplies direct to overseas markets. In addi 
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It is, of course, contemplated that auditors will 
make such qualifications as they think necessary, having 
regard to the wide variety of circumstances which will 
arise in practice. The report should normally be made 
on the letter heading of the auditors and should be 
attached to the return, which should be initialed for 
purposes of identification. 

The Board of Trade have power themselves to 
conduct an investigation of the books, accounts and 
other documents and it is therefore important that all 
relevant records should be carefully preserved. 

Miscellaneous Provisions 

Finally, it is necessary to draw attention to various 
miscellaneous provisions which will affect the work 
of accountants. 

(1) Under both Orders, the word “supply” refers 
to the physical act of supplying and not to the making 
of the contract. Articles should be taken as ‘’ supplied ” 
on the date on which they were despatched to the 
customer by the manufacturer, wholesaler or maker-up 

(2) Under the Limitation of Supplies (Miscellaneous 
Order, it will be necessary to compute the value of 
controlled goods by taking the invoiced price and 


tion, certain goods are specifically exempt. — For deducting any discounts (including cash discounts), 

purposes of convenience and reference, these groups commissions or allowances to buyers and any delivery 

of exceptions from restriction are set out in Table I, charges. (S.R. & O. 874 (3).) It is contemplated 

with particulars of the relevant section of the Statutory that the totals for such discounts, etc., will be 

Order. apportioned between controlled and non-controlled 
PI 


Two maim difficulties from the accountant’s point 
of view arise from the facts, first, that it is necessary 
to eliminate from the returns supplies exempt from 
restriction, and, secondly, that the restriction is by 
quantities and not by values. 

The Auditors’ Report 
It is understood that the return to be made under 


supplies on an equitable basis in relation to aggregate 
turnover. 

(3) Inquiries should be addressed to the Assistant 
Secretary, Industrial Supplies Department, Board of 
Trade, Fanum House, 66, Whitcomb Street, London, 
W.1, to trade organisations, Chambers of Commerce 
and export groups or to the professional accountancy 


the Order is still under consideration by the Board bodies. 
but that it will be substantially as set out in Table II. A Brief Survey 
An auditors’ report will be required by the Board, and The foregoing, together with the following tables, 
in Table IIIf is set out a form which has been agreed is necessarily a brief survey; those of the profession 
by the Board with representatives of the accountancy who are interested should give the matter detailed study 
profession. in the light of the Orders themselves. I 
TABLE I. GENERALTSUMMARY 
1. Order Piece-goods and Made-up Goods Limitation of Supplies (Miscel- 
(Cotton, Rayon and Linen) Order, laneous) Order, 1940. 
1940. 
2. Regulations, & kxplanatory Memorandum (2d.). Explanatory Memorandum (2d. ) . 
Statutory Rules and Orders 561 (2d.), Statutory Rules and Orders 874 (3d. 0 
601 (Id.), 786 (Id.) and 856 (1d.). and 1022 (1d.). C. 
List of Registered Dealers, &c. (Is.). i 
3. Goods Controlled Cotton, rayon and linen piece-goods Non-essential consumer goods, as listed an 
and made-up goods. in S.R. & O. 874 above. be 
4. Method of Limitation 
(a) Standard period Ist April, 1939, to 30th Sept., 1939. Ist June, 1939, to 30th Nov., 1939 an 
(b) First controlled period. 16th April, 1940, to 30th Sept., 1940. 6th June, 1940, to 30th Nov., 1940 ph 
(c) Basis ot restriction 75 per cent. (Linen 50 per cent.) cal- 662 per cent. calculated by value a 
culated by avea in sq. yds. for piece- s 
goods and by number for made-up ma 
goods (classified as in Explanatory aa 
Memorandum). C 
5. Exceptions \. Supplies to or for the order of A. Supplies to or for the execution tne 
Government Departments (S.R.O. contracts of Government Depart whe 
561 (2) (2) ments (S.R.O. 874 (2) (2) con 
8. Supplies to Manufacturers of con- B. Supplies to registered persons rail 
trolled goods or registered persons respect of that class of controlled or 
(S.R.O. 561 (2) (2) goods (S.R.O. 874 (2) (2) ). to b 


(S.R.O. C. Contracts for delivery outside 0 


C. Supplies by exportation ‘ 
561 (2) (2) ). by exportation from the UK (4 
D. Goods specifically excluded (S.R.O. (S.R.O. 874 (2) (2) ). doe 
601 Schedule). is ey 


not included in definition 
(S.R.O. 561 (5) ). 


kk. Goods 
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Table I—continued 


6. (a) Persons reqired to _ register 
and make returns. | 
(6) Persons who have the option 
of registering and making | 
returns. | 
(c) Persons who are not required 
to register but must make 
returns. 
(d) Persons exempt. Retailers. 
Weavers “ 


(e) Persons who may apply for 
exemption. 


Wholesale Merchants. 


Makers-up for export. 


Manufacturers of piece-goods. 


on commission.” 


(S.R.O. 601 (1) 
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Manufacturers, Importers, Wholesale 
Merchants and Mercantile Agents. 


Retailers. 
Certain smal) manufacturers (S.R.O. 
874 (1) (3) ). 


Wholesale dealers supplying mainly ~~ 

to persons who do not sell again. 
(1) ). (This will 
include the retailer with an insignifi- 
cant wholesale trade.) 


TABLE II.—Proposed Form of Return of Goods supplied during the period Ist April, 1939, to 30th September, 
1939, made under Section 3 (2) of the Piece-goods and Made-up Goods (Cotton, Rayon and Linen) Order, 1940. 


FORM B.T.3. 


1. Name of Business * r ein 
2. Address of principal place of business 


3. Return of controlled goods supplied during the period from Ist April to 30th September, 1939 (both days inclusive) 
to or for the account of persons whose names do not appear in the Cotton, Rayon and Linen Register set up under 
the above-mentioned Order excluding all such goods as were supplied (a) to or for the orders of Government Depart- 
ments; (b) to or for the account of manufacturers of controlled goods; (c) by exportation :— 


PIECE-GOODS 


Cotton, Rayon and Mixtures thereof other than with linen 


Linen and Linen Mixtures 


MADE-UP GOODS 


Class os - ae os aie - — 
(for a list of classes of made-up goods, see overleaf.) 


SQUARE YARDS 


NUMBER 
Total Of which Linen (and Linen Mixtures) 


I DECLARE that the above Return is a full, true and correct Return of the information required. 


Notes. 

(1) The definitions of ‘controlled goods’’ and other 
terms used in this Return are to be found in Article 5 of the 
Piece-Goods and Made-up Goods (Cotton, Rayon and Linen) 
Order, 1940, as amended by the Piece-Goods and Made-up 
Goods (Cotton, Rayon and Linen) (No. 2) Order, 1940, 
and the Piece-Goods and Made-up Goods (Cotton, Rayon 
and Linen) (No. 3) Order, 1940. These definitions should 
be carefully studied. 

(2) For the purposes of this return, the words “ supply ” 
and “supplied ’’ are to be understood as referring to the 
physical act of supplying and not to the making of a contract 
under which goods will subsequently be supplied. The 
“supplies” to be included in this Return are only those 
made as a principal and NOT those made as an agent, acting 
on behalf of some other person. 

(3) The expression ‘‘ supplied to or for the orders of 
Government Departments ”’ means supplied either directly 
to Government Departments or to other persons for execution, 
whether as contractors or sub-contractors, of Government 
contracts. Orders from or for the account of local authorities, 
tailway companies, hospitals maintained by local authorities 
or voluntary bodies and similar public institutions are NOT 
to be regarded as if they were orders on behalf of Government 
Departments. 

(4) The expression ‘‘ manufacturers of controlled goods ”’ 
does not include ‘‘ makers-up,”’ i.e., persons whose business 
'S confined to the production of made-up goods from piece- 
s00ds manufactured (woven, finished, etc.) by other persons. 
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(5) The expression “ supplied by exportation "’ means 
exported to a destination outside Great Britain and Northern 
Ireland directly by the person making the Return and does 
not include goods supplied to other persons in Great Britain 
or Northern Ireland and exported by them. Supplies to 
the Isle of Man, the Channel Islands and Eire are “‘ exports ”’ 

(6) In the case of a limited company, the return should 
be signed by a director or the secretary or other authorised 
officer of the company. 

(7) Documentary evidence to support the figures given 
in the Keturn must be produced, if required, to persons 
appointed by the Board of Trade. 


TABLE III.AUDITOR’S REPORT. 

We have examined the method adopted in arriving at 
the figures set out in the annexed Return and are of the 
opinion that it is a reasonable one. We have conferred with 
the officials and employees concerned in the compilation of 
the figures and have made such tests as we have considered 
necessary. 

Having received such information and explanations as 
we have required, we report that in our opinion the figures 
comply with the requirements of the General Direction 
dated , 1940, issued by the Board of Trade 
under Article 3 (2) of the Piece-Goods and Made-up Goods 
(Cotton, Rayon and Linen) Order, 1940. 

It is expected that a similay Audit Report will be desived 
under the Limitation of Supplies (Miscellaneous) Order, 1940. 
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Uniform Costing Systems—Il’ 


By RONALD S. EDWARDS, Lecturer in Business Administration (with special 
reference to Accounting), London School of Economics 


To turn now to « more detailed consideration of 
the Federation of Master Printers’ Costing System, 
the 10th edition of which has just been published. 

The authors of the Federation costing system 
state that the purpose of a costing system is “‘ to 
distribute the cost of a business equitably over every 
job produced’ (p. 1). With this end in view the 
first step is the preparation of a budget in which 
“ consideration must be given to next year’s figures, 
next year’s expenses and the jobs that are going 
to be produced, and whether any of last year’s 
cost elements are liable to increase or decrease 
during the next twelve months ' (p. 8). “ In actual 
practice figures from the accounts for the past 
four or five years would be taken for those items 
of expense which fluctuate, e.g., bad debts and dis- 
counts, and averaged for budgeting purposes. 
Repairs and renewals should receive similar treat- 
ment ” (p. 10). Three “ cost’ elements the 
inclusion of which is stressed as important are 
(4) “interest on the capital made use of during 
the year,” a rate of 5 per cent. being suggested, 
(}) where the proprietor gives service an amount 
must be included “equal to that which would 
have to be paid to employees for giving similar 
and (c) depreciation (at suggested rates) 
diminishing working value of 


service ”’ 
“written oft the 
the plant.” 

The next step is to break down the total budgeted 
cost between departments. For some items there 
is no problem but in the case of “ joint costs ”’ 
arbitrary bases are suggested so that the cost can 
be “equitably allocated,”” thus rent and rates on 
A large group of expenses which 
relation to 


the basis of area. 
do not bear any obvious and _ direct 
department cost, e.g., a part of the office salaries, 
veneral management, directors’ fees and bad debts, 
are separately collected and dealt with. 

Thus in one way and another expenditure is 
split up between (a) the various producing depart- 
ments, (b) any special departments such as a shop 
or the editorial department of a local newspaper, 
(c) indirect expenses, and (d) the handling of 
materials. The last of these is related to total 
cost of materials and expressed as a_ percentage. 
The “costs”’ of the producing departments plus a 
proportion of the indirect expenses are divided by 
the number of hours which are expected to be 
directly devoted to jobs, and in this way hourly 
rates are calculated for every process. 

Having thus indicated the preparatory work 
the textbook describes in detail the day-to-day 
work of recording the hours spent by employees 


* The first article appeared tn our issue of May, 1940, 


on various jobs, the information being summarised 
in a weekly cumulative statement showing the 
number of hours worked by employees in each 
department, distinguishing those which are charged 
to the job cost sheets from those which are not, 
The former are multiplied by the cost rates for the 
time being in use. Each week a statement is made 
up for every department showing the actual produc- 
tive wages, one-fiftieth of the budgeted departmental 
expense and one-fiftieth of the indirect expense 
distributed between departments on the basis of 
actual labour cost plus budgeted departmental 
expense. This weekly total is compared with the 
number of hours charged to job costs multiplied 
by the cost rates in use. The comparison is said 
to “ prove whether or not the hourly cost rates 
have covered the cost of the department during 
that week. If week by week no serious surplus or 
deficit occurs in the aggregate, the hourly cost 
rates in use may be regarded as satisfactory ”’ (p. 5s). 
It is not possible to indicate the detail and care 
with which the Federation system is set out in 
the textbook, which, apart from the descriptive 
matter, contains a set of specimen forms showing 
precisely the way in which the accounting records 
should be kept. 

It has been pointed out in the previous article 
that if everyone in the industry could be persuaded 
to adopt and honestly carry out their estimating 
on this cost basis the conditions of tacit monopoly 
might be established and most printers might be 
better off, at least for a time. But such conditions 
are clearly impossible of achievement. 

It seems likely, therefore, that any attempt to 
persuade printers to calculate prices rigidly on the 
basis of the costs ascertained from the application 
of the Federation system is likely to be a failure, 
and the latest edition of the textbook is interesting 
because the references to pricing and estimating in 
earlier editions have been considerably altered. 
In the Introduction the following statement appears: 

“. . it is essential that the following fact in 
connection with it be thoroughly understood 
and appreciated. It is not a system of price 
fixing. It is realised of course that its findings 
will be considered in that connection but the 
system as such is concerned only with cost.” 
Naturally some part of the information derived 
from the Federation system will be useful for 
estimating purposes and some part will be useful 
in promoting efficiency, for example, in material 
and labour control. But what can justify any 
firm in undertaking the detailed analysis necessary 
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for working out departmental and process rates ? 
Moreover, what can justify the Federation in 
endeavouring to persuade printers that there is a 
case for these practices ? 

The answer is to be found in the following state- 
ment in the introduction to the textbook : 

“ The advantages to be gained by adopting 
such a system rather than employing individual 
methods, however good, should be obvious, 
but it must be emphasised that by xo other 
means are the figures relating to an individual 
business comparable with statistics compiled for 
the industry. Such comparisons are important. 
The Federation Costing Department compiles 
statistics for varying kinds and sizes of busi- 
nesses and will, when requested, disclose them 
and suggest reasons for any variation from the 
normal.”’ 

If firms are left to themselves they will clearly 
have nothing to gain from publishing details of 
their costs. On the other hand it would pay many 
firms to submit details of their own costs to an 
independent body under a pledge of secrecy, if in 
exchange they could receive a report compiled 
from the records submitted by themselves and 
by the other firms in the scheme. Such reports 
can be of great value to the contributing firm in 
its price-fixing problems but more particularly 
in checking the efficiency of its own operations. 
How valuable the report will be depends, firstly, 
on the sort of information which it attempts to 
provide ; secondly, on the reliability of the state- 
ments sent in by the contributing firms and, 
thirdly, on the statistical ability of the compiler 
of the report, who must, in addition to his technical 
qualifications, have a clear idea of the uses to which 
his report is likely to be put. The reliability of 
the statements sent in by the member firms will 
depend almost entirely on the co-operation of 
accountants. In large firms where full-time account- 
ants are employed this would present little difficulty, 
but in smaller firms the co-operation of the professional 
accountant employed for the purpose of the annual 
accounts would need to be secured. 

It is clearly of the utmost importance that in 
attempting to collate the operating experience of a 
number of businesses one should be sure that there 
is relative homogeneity in their activities. The 
dissimilarity in the work done by firms in such an 
industry as printing is a stumbling block which 
can be overcome only by the most detailed and 
careful analysis. To compare and average the 
results of businesses A and B may be totally mis- 
leading, but it may be possible to isolate and 
compare particular activities within these businesses. 
Thus, if one could segregate the expenditure for 
hand composing, linotype, monotype, stereotype, 
and so on, one could achieve a degree of homogeneity 
quite impossible if comparison were between 
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“composing departments’ as a whole. Now, 
although some expenditure can be traced to sub- 
departments without difficulty, other expenditure 
can only be broken down arbitrarily. Yet provided 
the basis is known and rigidly adhered to by all 
concerned, the collation of the results for particular 
processes carried on by firms who may be unlike 
in other respects should provide useful data. 

The Federation of Master Printers’ costing staff 
collect data relating to process rates from a number 
of the firms with which they come in contact. It 
appears that they do not rely on_ information 
supplied to them but use only that which they 
have personally extracted. From this information 
they prepare “ standard rates ’’ and these are made 
available to members. The latter are then able 
to compare the published rates with those relating 
to their own businesses. The rates by themselves 
would be of very limited value as they are partly 
made up of arbitrarily allocated expenditure and 
are dependent on the number of hours which have 
been regarded as directly chargeable to jobs. What 
would seem to be of greater value is the “ break- 
down” of individual rates which would enable 
any member to compare the number of chargeable 
hours and the labour, power, depreciation, over- 
seeing and other elements included in the standard 
with those found in his own business. This is 
made possible by the Federation, since on request 
they are prepared to furnish members with the 
details of any hourly rate published and also to 
discuss differences which may be found. 

Here then is an experiment in the pooling of 
accounting information for the common benefit of 
the members of the pool, particularly significant 
because it is being made in an industry in which 
the technical conditions are unfavourable owing 
to the existence of units of every size and degree 
of specialisation and to the absence of standard 
products. With a large sample of collaborating 
firms a thorough study of operating results would 
be possible. The median, the mode and the arith- 
metic average might all be effectively employed. 
The sample could be broken down geographically, 
by type (i.e., high grade, medium or low grade), 
by size measured by turnover or employees. The 
analysis might have regard not only to the allocated 
expenses of processes but to the unallocated indi- 
vidual expense related to some other variable, e.g., 
relationship of occupancy costs or publicity to 
turnover. When such studies had been in progress 
for a few years, dynamic analyses of changes would 
also be worth while. Unfortunately space forbids 
any elaboration of the advantages —or of the pitfalls— 
but an indication of what is possible can be gleaned 
from the pioneer work of Professor Arnold Plant 
and Mr. R. F. Fowler in connection with the costs 
of retail distribution. (See Economica, May, 1939.) 

(Concluded) 
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War-Time Developments in 
Accountancy 


Business life has been practically revolutionised by 
the war and far-reaching developments in accountancy 
have followed. These changes have not yet reached 
their limit, but it is useful to consider the trends so 
far as they are discernible after ten months of hostilities. 
What are the new tasks that the war has imposed 
on the profession and the problems it has created ¢ 

The essence of the war-time economic system ts 
concentration upon the production of goods for war 
needs at the expense of production in other directions. 
The accountant’s war-time function ts, in the main, 
to assist this process, by ensuring both that expansion 
takes place in war industries and that contraction 1s 
ettected elsewhere. So far, indeed, the latter process 
of contraction has been in the forefront. But) the 
accountant is now likely to be called upon to an 
increasing extent in the former direction also. 

The types of restrictionism involved are, firstly, 
the restriction of profits--aimed not only at avoiding 
the social inequities of war profits, but also at trans 
ferring funds for Government use ; and, secondly, the 
restriction of non-war industry itself. Over the major 
part of the field) both these forms of restrictionism 
involve reference back to a pre-war standard—-they entail 
the ascertainment of a norm and calculation on that 
basis. This reference back lies at the root of war-time 
restrictive legislation in the economic sphere. 

The idea of a norm is not new to accountancy. But 
it has never before taken on the great and widespread 
significance which it now has. The problems to which 
it gives rise are difficult indeed. Let us take first the 
case of the Excess Profits Tax, which at this particular 
time is probably the main concern of most practising 
accountants. This tax involves the dual difficulties 
of defining an equitable and working norm in the taxing 
Act itself and of applying this norm to many thousands 
of particular businesses. We know how great has 
been the first type of difficulty. Even now, despite 
important amendments made by the legislature in the 
tax as originally enacted, the question of the standard 
year has not been satisfactorily settled. The second 
tvpe of difficulty is more especially one for the accountant. 
In order to arrive at the standard profits applicable in 
any given case, not one, but many complicated com- 
putations are necessary. Even the choice of a standard 
vear alone involves several calculations. The business 
community do not usually appreciate the vast amount 
of figure work which all this entails. 

Let us consider another aspect of this reference back 


‘to the norm-—one, again, required by the Excess Profits 


Tax. In order that businesses shall not expand their 
expenses with a view solely to reducing their tax liability, 
only reasonable increases in expenses in chargeable 
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periods will be allowed. Here the norm itself ts not 
defined, but is subject to individual judgment 

These difficulties created by profit restriction ar 
paralleled by those produced by the restriction 6! 
industrial activity. The Limitation of Supplies Order 
provides that during war-time sales of certain luxury 
and semi-luxury goods shall not exceed a specified pro 
portion —at present fixed at two-thirds—of sales in « 
given pre-war period. Here, again, 1s the idea of the 
pre-war norm. In order to apply it, the business man 
must differentiate all controlled goods supplied by him 
from uncontrolled goods. Possibly at this stage, but 
certainly at a later stage when he is required by lay 
to give an auditor’s certificate, the accountant must 
himself follow through this process of differentiation 
He will then be dealing, not with monetary units, as 
he is accustomed, but with things, with types of com 
modities. Only later does he translate into mone 
terms, In arriving at the values of the specified kinds of 
goods supphed in the standard period. 

In one particular case the accounting problems ar 
of a more developed kind. In the Piece Goods and 
Made-up Goods Order, the pre-war norm is fixed in 
relation to quantities of goods supplied, not values 
\gain, the accountant must eliminate from his calcula 
tions the excepted classes of goods. But, in addition 
he no longer translates into the familiar terms 


of pounds, shillings and pence. ‘The whole of his 
calculations in this particular case are in units of 
quantity, not of value. This process of auditing by 


quantities has no established traditions and technique 
and, to a large extent, it breaks entirely new ground 

Differentiation between classes of goods in relatior 
to given definitions is required, again, by the new 
Purchases Tax, whether it is applied, as_ originall, 
intended, at the stage when goods pass from the whole- 
saler or, as now appears likely, when they are supplied 
by the retailer. [In this respect the tax —which is clear], 
another variant of restrictionism——presents the samy 
problems as the Orders just considered. 

When we pass from war-time legislation aimed at 

contracting non-essential industries to measures designed 
to expand war production, the accounting 
velopments appear at first glance to be of a difterent 
order. The emphasis passes from the fixing of a pre 
war norm of profits, expenses, value or quantities o! 
goods sold, to the ascertainment of present costs 0! 
production. As a result of the more intensive working 
of industry, there is at present not time enough 
for producers to estimate, more or less at leisure, the 
price at which they can sell a given type of commodity 
to the Government. To an increasing extent, Govern- 
ment orders have to be placed first and the price settled 
afterwards—that is, the contract is on a “ cost-plus ” 
(cost-plus-profits) basis. Thus, at present the mai 
function of the accountant in this particular matter I 
to assist in the compilation of what costs have actuall\ 
been incurred in the production of a given class of goods 
‘and this is clearly an exercise in a well-understood branch 
of accounting technique. ; 
_ Yet on more mature reflection, it may seem doubtful 
whether the idea of a norm which, as we have seen, 
now pervades so many parts of the accountant’s work 
is likely to be absent from this costing process. Tht 
incentive to enlarge profits on war (or any other) work 
is removed by the Excess Profits Tax, but may well be 
replaced by an incentive to enlarge expenses of produc 
tion, especially salaries and wages. If that proves 
be so, the reference back to a norm, whether it be 
an undefined “ reasonable '’ standard or some more 
explicit basis, may be applied here also, with com 
sequential problems for the accountaney profession 
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TAXATION 


ACCOUNTANCY 


Recent Tax Cases 


By W. B. COWCHER, 0.B.E., B.Litt., Barrister-at-Law 


Income Lax—Annuities under will—Direction to set 
aside investments disregarded—Payments to vesiduary 
legatees—Deficiencies of income met by borrowing— 
Family arrangement—Deficiencies met oui of capital- 

Whether payments in excess of income assessable 

Rule 21 of General Rules, Income Tax Act, 1918. 


In Petryse-Duncombe's Trustees v. Commissioners of 
Inland Revenue (1K.B.D., April 23, 1940, T.R. 247), the 
testator, who died in 1910, directed his trustees to set 
apart out of his residuary estate sufficient investments 
to produce certain annuities. They did not do so; but 
paid surplus income to the residuary legatees and, when 
any annuitant died, a capital equivalent was distributed 
to them. Owing to diminution in the income of the 
residuary estate, from 1931 onwards it was insufficient 
to meet the remaining annuities which were, neverthe- 
less, not abated. The trustees borrowed sums amounting 
to 631; and these enabled them to pay the annuities 
in full except to Elizabeth, one of the daughters, who 
was both a trustee and a residuary legatee and was also 
the lender of the greater part of the 631. By 1935, there 
was owing to Elizabeth not only £593, money lent, 
but also £1,962 arrears of annuity, net after deduction 
of tax. 

In 1934, by a deed of family arrangement, the trustees 
were authorised, inter alia, to pay the annuities out of 
capital so far as necessary ; and in May, 1935, Elizabeth 
was repaid her loans and also paid the arrears of her 
annuity. 

The question was whether Rule 21 applied to the 
amounts paid to the annuitants otherwise than out of 
income of the estate. It was contended by the appellants 
that the amounts were capital in the hands of both 
trustees and annuitants; or, alternatively, that the 
excess payments to Elizabeth were paid to her as 
residuary legatee. It was argued that, since, under the 
will, pending the setting aside of investments, the 
annuitants were only entitled to receive out of income, 
as there had been no setting aside, the excesses were 
voluntary payments by the trustees. It was, however, 
conceded that, after the family arrangement, this 
argument failed in view of Brodie’s Trustees v. Com- 
missioners of Inland Revenue (1933, 17 T.C. 432), and 
that liability under Rule 21 arose so long as that decision 
remained valid. As regards the antecedent payments, 
Macnaghten, J., in upholding the decision of the Special 
Commissioners, pointed out that in default of payment 
in full the annuitants could have taken proceedings 
against the trustees. As it was, the trustees did pay in 
full; and paid less tax. The point had been raised 
that Elizabeth, as residuary legatee, should be regarded 
as receiving, in so far as the amounts were in excess of 
income, payments on account of capital to which she 
Was entitled on distribution. But only then was she 
entitled ; and any such payment of capital in the mean- 
time would have been a breach of trust. 

The general principle would seem to be that capital 
lecomes income when paid to a recipient entitled to 
receive it as such, and that this holds good, even where 
the recipient in another capacity may have provided 
such capital either directly or indirectly. 


Sur-tax— Transfer of assets by sale of life interest to 


company abroad—Whether company a person resident or 
domiciled out of the United Nindom— Finance Act, 1936, 
Section 18. 

In Gasque v. Commissioners of lnland Revenue (IX.B.D., 
April 26, 1940, T.R. 255) the appellant by agreement 
dated January 21, 1936, had sold her life interest in her 
deceased husband’s estate to a Guernsey company for 
£200,000 payable without interest by annual instal- 
ments of not less than £25,000. The income of the 
company was included in sur-tax assessments upon her 
for 1935-36 and 1936-37 on the ground that the sale 
was a transfer of assets whereby income became payable 
to a person resident or domiciled out of the United 
Kingdom within Section 18 of the Finance Act, 1936. 

It appeared that on January 26, 1936, appellant had 
acquired the beneficial interest in the whole of the 
company’s share capital. At December 31, 1935, the 
company had a debit balance of /501 and very trifling 
assets. After January 31, 1936, directors’ meetings 
were held in London instead of Guernsey ; but it would 
seem that no business had been done apart from imple- 
menting the agreement of January 21. 

The Special Commissioners found that the company 
was resident in Guernsey throughout 1935-36 and 1936- 
37, although in the latter vear it might also have been 
resident in London. They found that it was domiciled 
all the time out of the United Kingdom. Macnaghten, 
J., affirmed their decision. 

He held that, whilst a corporation cannot have a 
domicile or a residence in the same sense as an indi- 
vidual, by analogy residence, nationality, and domicile, 
are given by English law to a corporation. A company 
formed under the Companies Acts had indisputably 
British nationality, although this could not be changed. 
So with domicile, dependent on the place of registration. 
The domicile of origin clung to it throughout its exist- 
ence. He referred in this connection to a dictum by 
sargant, L.J., in Todd v. Egyptian Delta Land and 
Investment Co., Ltd. (1929, 14 T.C. 119) and to a decision 
in the American courts of Bergner and Engel Brewing 
Co. v. Dreyfus (1898, 70 Am. St. Kep. 251) where Mr. 
Justice Holmes had declared that a corporation had 
domicile in the jurisdiction of the State which created it 
and nowhere else. following the recognised rule, he 
held that the law of Guernsey must be taken as the same 
as the law of England in the absence of evidence to the 
contrary. 

For some years domicile as afiecting bodies corporate 
has been the subject of discussion and difterences of 
opinion amongst those interested ; and it is unlikely 
that the Gasque case will be the last word upon the 
problem unless carried further. If the decision holds, 
the irrevocability of a domicile of origin will clearly 
restrict liability under cases IV and V of Schedule ID 
in the case of foreign corporations deemed to be con 
trolled in the United Kingdom. 


Income Tax—Promotion profits— Private company formed 
to acquire shaves in old company and to promote nei 
company— Whether the promoter company was the agent 
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of the individual who was the veal principal in the trans- 
action Schedule D, Case 17. 

OW, Trust, Lid. v. Rees (IK.B.D., May 2, 1940, 
I .1k. 267) is an interesting case as suggesting the limits 
now regarded as applving to the doctrine of control. 
In April, 1936, Mr. IWohn, a Birmingham stockbroker, 
agreed to purchase the capital of a company with a 
view to the promotion of a new company. At the sug- 
vestion of the Secretary to the Birmingham Stock 
xchange, the O.K. Trust, Ltd., was formed to act as 
promoter of the new company with a nominal subscribed 
capital the whole of which was held by nominees of 
Mr. Kohn. The vendors of the shares in the old com- 
pany would only agree to substitute the promoter 
company for Mr. Kohn on a full guarantee by him that 
the promoter company would carry out the terms of the 
bargain. : 

An assessment upon the O.K. ‘Trust, Ltd., was 
appealed against upon the grounds that it was merely 
the agent of Mr. Kohn ; but the Commissioners decided 
against this contention. Macnaghten, J., affirmed their 
decision. 

He held that it was nothing to the purpose that all the 
tinance was provided by Mr. Kohn, and that the trans- 
actions were recorded in his own books. What he got 
was in the capacity of shareholder and not in the 
capacity of promoter. The position in the case was that 
a separate legal person had been created to act as 
principal. It had acted as such, and was liable in that 


capacity. ; 
TAXATION NOTES 


The Finance Act and Estate Duty 

The only straightforward new provision is_ that 
extending the relief given to members of H.M. Forces 
who die on service (as outlined in our January issue). 
From the beginning of the present war, the relief is to 
apply to masters and crews of ships and fishing boats, 
and to pilots. In committee, a further clause was 
inserted reviving the special quick succession relief in 
force in the last war, whereby, where property passes on 
successive deaths of officers and men killed in the war, 
Death Duties will not be payable in respect of the second 
or subsequent deaths, whatever its value or to whom- 
soever it passes. The clause also applies to seamen, etc. 

The remainder of the provisions continue the Revenue 
attack on what have been called ‘‘ ingenious devices ’’ for 
avoiding duty. The important provisions of Sections 34 
to 39, Finance Act, 1930, are to be replaced by more 
comprehensive rules. Any company under the control 
of not more than five persons (as for ‘“ sur-tax on com- 
panies,’’ but extended to companies incorporated any- 
where) is brought into the net, if the deceased has 
transferred property to it. The old provision whereby 
a slice of the company’s assets became liable to estate 
duty only if the average benefits of the deceased in the 
three years prior to death exceeded half the company’s 
net income is swept aside; the slice will now be pro- 
portionate to his benefits, whatever their extent. But 
the old evil of averaging averages is not remedied. 

The term “ benefits ’’ is extended to cover not only 
income, etc., received, but benefits which the deceased 
could have received by exercising powers vested in him, 
and provision is made for the case of a winding-up or 
other distribution of the assets. Debentures (a term 
which is widely defined) are not deductible in arriving 
at net assets, which will be valued on a going-concern 
basis. 


If a company under the control of not more than five 
persons was, at any time in the three years preceding 
death, in the control of the deceased, shares and deben- 
tures passing on death are to be valued on a net asset 
basis, the net assets being apportioned according to the 
rights attaching to the shares or debentures. Similar 
results follow if more than half the total dividends on 
shares and interest on debentures were benefits of the 
deceased, or he held shares or debentures totalling at 
least half the nominal value of the shares and debentures 
issued. This does not apply to shares or debentures 
quoted on the Stock Exchange. 

Provision is also made to meet other methods of 
avoidance of duties, namely (a) the disposition or 
determination of life interests inter vivos ; (b) the dis- 
position of property by the deceased to a relative 
coupled with the creation of an annuity (or other peri- 
odical payments) in favour of the deceased ; and (c 
gifts by creation of burdens or release of rights. These 
have little general interest. 


N.D.C.—Investment Income 


An amendment is included in the Finance Act 
that where part of a business consists of banking 
assurance or dealing in investments or other pro- 
perty, the profits must include income from _ invest- 
ments or other property held for the purposes of 
that part of the business, except dividends, etc., from 
companies within the scope of N.D.C. or income to 
which the person carrying on the business is not bene- 
ficially entitled. This will bring in the investment 
income of stockbrokers who are assessed to income tax 
as dealers. This is to apply from April 1, 1939. 

In the case of a business carried on by persons 
neither domiciled nor ordinarily resident in_ the 
United Kingdom, as from April 1, 1939, interest 
on tax-free Treasury securities is to be excluded from 
profits in all cases. Interest payable on money borrowed 
to acquire the securities, and profits, losses or expenses 
in connection with them, are to be left out of account 
(This is to correct the effect of The Bank of New Zealand 
case.) 

Income Tax: Separate Assessments 

July 5 is the last day for giving notice of claim for « 
husband and wife to be separately assessed to income tax 
for 1940-41 or for surtax for 1939-40. If the marriage 
took place in 1939-40, a claim for that year can still be 
made up to July 5, 1940. It will be remembered that 
separate assessment does not alter the tax payable, but 
merely apportions allowances. It does, however, give 
the Crown a right of recovering against the wife, whilst 
retaining the right against the husband. 


Patents 

This war, like the last one, is producing many ne\ 
patents, and it is, therefore, opportune to recall that 1" 
is the practice, where patent royalties are receive’ 
under deduction of tax, to allow repayment of tax ©! 
expenses of management. The concession must be 
claimed within twelve months from the end of the yea’ 
of assessment. The expenses that can be included are 
(a) Revenue expenditure incurred in the United Kingdon 
by the patent-owner in maintaining his patent in being 
i.e., Patent Office renewal fees, plus agency charges ™ 
connection with the renewal, and (b) revenue expenditure 
incurred by the patent-owner under the terms of the 
contract providing for payment to him of the royalty 
such as advertising, adaptation of the patent to particu 
lar circumstances, providing supervision of an install- 
ation, reporting, etc. 
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LETTER TO THE EDITOR 
E.P.T. 

sir,—The letters trom Mr. Bayley and your con- 
tributor in the June issue demand some reply from me, 
but time and paper are both short, so I will be brie 

If the Revenue’s view on the matter makes it certain 
in Mr. Baylev’s mind that the counter-argument is not 
good law, one wonders why the Judiciary are troubled 
with the Revenue Paper. The answer to his second 
point is, | suggest, ““ Hence the minimum standard 

Whilst appreciating your contributor’s kind references 
to my arguments, | should like to point out that the fact 
that there cannot be a minus income tax assessment is 
not relevant to the question whether in fixing the quantum 
of the E.P.T. assessment, regard should or should not 
be had to the real results in the standard period 

Coming to your contributor’s final paragraph, the 
provisions of the Fifth Schedule to the Finance Bill have 
not escaped my notice, but these appear to be machinery 
provisions relating to the incidence of the charge to 
E.P.T. amongst a group of bodies corporate and accord- 
ingly it has been found necessary to give recognition to 
my contention that the standard or capital may be a 
negative Yours faithfully, 

london, A.F.C 

June 19, 1940 


WEAR AND TEAR ALLOWANCES 


In the May, 1939, issue of ACCOUNTANCY we published 
the Schedule of Agreed Rates of Depreciation issued by the 
Board of Inland Revenue. The Board informs us that the 
entry in Part B under “ Brick-making’”’ should be deleted 
and the following new entry inserted after ‘ Chemica! 
Manufacture "': —- 

Clay Industries 

Brick Manufacture (Building Bricks). 

Plant and Machinery (excluding Kilns). 

Steam Engines, boilers, shafting and 
mixing and brick-making machines 5° per cent. 

Electrical plant (dynamos, motors, 
transformers, etc.) os (Oe 

Crushing and grinding plant.. 74 

Kilns {see also notes (4) to (f) below} 10 

Heavy Clay Industry (excluding building 

brick manutacture but covering manu- 
facture of rooting and fiooring tiles, re- 
fractory goods, sanitary pipes and 
fittings, enamelled bricks and tiles, terra- 
cotta goods, sanitary fire-clay goods, red 
clay goods and similar articles) ; and 

Pottery Manufacture (manufacture ot 

chinaware, earthenware, electrical porce 
lain, glazed tiles, sanitary ware, sanitary 
fire-clay and jet Rockingham goods) 

Steam engines, boilers, shafting and 
general plant and machinery, eé.g., 
piping, mixing, shaping and glazing 
machines (blungers, tanks, arks, 
sifters, pumps, jiggers, jolleys, 
presses, etc.), conveyors, trucks (or 
cars), propelling mechanism = and 
tracks, air supply and exhaust fans 


and dust extraction plant ' 5 
Crushing and grinding plant (milling 
plant) . eas san was ja» «Cl 
Electrical plant (dynamos, motors, 
transformers, fans, etc.) ... tas 74 
Gas-producing plant (Wellman 
Galusha type) 74 
Coal pulverising - unt and mechanical 
stokers ve sa cae = 74 
Diesel oil e ngine > - ” co 


(The above-mentioned rates ure to be 

regarded as covering circumstances 

of overtime and continuous working.) 
Ovens and Kilns ‘see also notes (a) to (f)) 10 
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(a) Hovels constituting a separate structure are not eligible 
fora wear and tear allowance but the cost of rebuilding, 
or obsolescence, may be allowed 

(4) Greenhouses, tunnel dryers and drying sheds, of a 

specialised type not forming part of any other structure 

and constructed and used throughout solely for brick 
or clay drying purposes, are to be eligible for renewals 
allowance. 

KXilns to include kiln chimneys where an integral part 

of a kiln (so that the kiln cannot be separately renewed) 

for the purpose either of a wear and tear or a renewal 
allowance. No allowance is to be made for wear and 
tear on, or the complete renewal of, a chimney forming 

a separate unit 

(d) Where wear and tear is allowed, allowances for renewal 

of parts of a kiln are not to include the cost of complete 

rebuilding of the furnace zone of a continuous oven or 
kiln, but the appropriate obsolescence allowance may 
be made. 

In the case of a continuous oven or kiln, wear and tear 

and written-down value of ancillary machinery, etc 

are to be separately calculated by reference to the rate 
or rates applicable to that machinery. 

Change-over from renewals to wear and teary basis (at 

option of taxpayer). The “ starting value ”’ is normally 

to be the written-down value (see the preceding note) 

Where the original cost of a particular oven or kiln 

cannot be satisfactorily ascertained, the oven or kiln 

is to be excluded from the computation, and a renewal 
allowance is to be given on replacement, wear and tear 
being allowable on the new kiln for the fiscal years 
following the fiscal year for which the renewal allowance 
was given. 

The fiscal year from which the optional wear and tear 

basis for kilns takes effect is 1937-38 


(é 


~ 


BOOKS FOR THE FORCES 

The Service Libraries and Books Fund, whose central 
office is Citv of London Territorial Army and Air Force 
\ssociation, Finsbury Barracks, City Road, E.C.1, is 
doing valuable work in supplying books and periodicals 
to those on active service with the Forces. It is now 
announced that the Postmaster-General is arranging 
for free transmission of books to the central depot 
through the Post Office. Books and periodicals may be 
handed in at almost any Post Office in England, Scotland 
and Wales, unaddressed and unstamped, and they will 
reach members of the Forces at home and overseas 
without cost to the giver. 


COUNTY BOROUGH OF ST. HELENS 


Appointment of Temporary Audit Assistant 


Applications are invited for the temporary appointment 
of AUDIT ASSISTANT in the Borough Treasurer's Depart 
ment. The grading of the salary applicable to the position 
is 4200, rising by annual increments of 415 to a maximum 
of 4260 per annum, plus cost of living bonus, which is at 
present equivalent to 6 per cent. of the annual salary. The 
commencing salary, however, will be fixed according to the 
experience and qualifications of the person appointed 

Candidates for the appointment must be at least 30 years 
of age, unless they are in possession of a recognised 
accountancy qualification, when the minimum age will be 
25 years. Previous experience in a local government finance 
department is not essential. 

\pphications, endorsed Temporary Audit Assistant, 
stating age, qualifications, full particulars of experience 
and giving the names of two persons to whom reference may 
be made, must be received by the undersigned not later than 
July 10, 1940 

Canvassing members of the Council or committees ot the 
Corporation is prohibited and will act as a disqualification 

J. H. WILWIN, 
Borough Treasurer 
{dit Town Hall, st. Helen~ 
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The Emergency Acts and Orders 


In our November, 1939, issue we published the first 
instalment of a comprehensive guide to the war-time 
enactments and Orders which most concern the accountant. 
The series is brought up to date each month, and the ninth 
instalment its given below. The summaries are not 
tntended to be exhaustive, but only to give the main content 
of an Act or Order, the full text of which should be consulted 
if details ave vequired, 


ORDERS 
EXPORTS 

Nos. 807, 910. Export of Goods (Control) Orders, 1940, 
Nos. 14 and 15. 

Further amendments are made to the list of goods 
which may not be exported without a licence. 

No. 959. Export of Goods (Control) (No. 16) Order, 1940. 

The list of destinations to which no goods may be 
exported has been extended to include Bulgaria, Greece, 
Hungary, Liechtenstein, Roumania, Switzerland, Yugo- 
slavia and Russian ports on the Black Sea. 

(See ACCOUNTANCY, June, p. 250.) 

FACTORIES 

No. 817. Factory Undertakings (Records and Information) 
(No. 2) Order, 1940. 

The provisions of the original Order (No. 451) are 
extended to Northern Ireland with necessary adapta- 
tions. ; 

(See AccounTANCY, May, p. 225.) 

FINANCE 

No. 892. Order in Council adding Regulation 3c to, and 
amending Regulation 5b of, the Defence (Finance) 
Regulations, 1939. 

No. 893. Order in Council adding Regulation 3c to, and 
amending Regulation 5b of, the Defence (Finance) 
Regulations (Isle of Man), 1939. 

Nos. 895, 943. Defence (Finance) (Restriction of Pay- 
ments) Orders, 1940, Nos. 1 and 2. 

Nos. 894, 944. Defence (Finance) (Export of Goods) 
Orders, 1940, Nos. 1 and 2. 

Except by permission of the Treasury, sterling pay- 
ments to persons resident in any territory specified in 
orders by the Treasury are forbidden. The Treasury 
may allow the payments to be made to the credit of a 
special account, to be applied under agreements with the 
territory concerned or in paying debts due from persons 
resident in that territory. The restriction has been 
applied to Sweden and the Argentine Republic. 

The requirement that certain goods exported shall 
be paid for in specified foreign currency now applies to 
all classes of goods, and the countries concerned and the 
method of payment in each case are to be specified by 
Treasury orders. The regulation has been applied to 
the United States of America and territories under U.S. 
sovereignty, Switzerland, Sweden, and the Argentine 
Republic. 

No. 929. Order in Council amending Regulation 9 of the 
Defence (Finance) Regulations, 1939. 

No. 930. Order in Council amending Regulation 9 of the 
Defence (Finance) Regulations (Isle of Man), 1939. 

Heavier fines may be imposed for offences in relation 
to any security, currency, etc. 

_(See AccounTANCy, June, p. 250.) 

IMPORTS 

No. 873. Import of Goods (Control) Order, 1940. 

The importation of all goods except live quadruped 


animals is now prohibited, except by licence from the 
Board of Trade. 

(See ACCOUNTANCY, June, p. 250.) 

MACHINERY AND PLANT 

No. 875. Machinery and Plant (Control) Order, 1940. 

Machinery and plant of certain kinds may only be 
supplied by manufacturers to a Government Depart- 
ment, or for export, or to a person authorised by licence 
of the Board of Trade to acquire it, or, in the case of 
parts for replacement, to the owner of the machinery 
or plant. 

PRICES OF GOODS 

Prices of Goods (Permitted Prices) (No. 2) 


/ 


No. 879. 
Order, 1940. 

Retail buying and retail selling prices are prescribed 
for certain manufacturers’ hose, knitting yarn, corsets, 
and raincoats. 

(See ACCOUNTANCY, June, p. 250.) 

SAVINGS BANKS 
No. 905. Order in Council amending Regulation 3 of the 
Defence (Savings Banks) Regulations, 1939. 

The arrangement whereby trustee savings bank 
depositors could withdraw small sums at the office of 
another bank or at a post office during the month of 
September, 1939, may be revived for such period as the 
Treasury may direct. 

(See AccouNTANCY, November, 1939, p. 40.) 

SUPPLY 
Nos. 561, 601, 786, 856. Piece-Goods and Made-up Goods 
(Cotton, Rayon and Linen) Orders, 1940, Nos. 
i, 2, 3, 4. 
Nos. 874, 1022. Limitation of Supplies (Miscellaneous) 
Orders, 1940, Nos. 1 and 2. 

The supply by wholesalers to retailers from April 16 
to September 30, 1940, of cotton, rayon and linen piece 
goods and made-up goods is limited to 75 per cent. 
(linen 50 per cent.) of the quantity supplied in the 
corresponding months of 1940. Supplies of a wide 
range of other goods in common use are limited to 66% 
per cent. by value for the months of June to November 

(See p. 267 of this issue.) 

TRADING WITH THE ENEMY 
Nos. 768, 854, 971. Tvrading with the Enemy (Specified 
Persons) (Amendment) Orders, 1940, Nos. 5,6 and 7. 

Additions, deletions, and amendments are made in 
the list of persons deemed to be enemies under the 
Trading with the Enemy Act, 1939. 

(See ACCOUNTANCY, June, p. 250.) 

UNDERTAKINGS 
No. 781. Order in Council amending the Defence (General) 
Regulations, 1939. 

(See ACCOUNTANCY, June, pp. 237, 250.) 

No. 877. Undertakings (Restriction on Engagement) 
Order, 1940. 

Employers in the building, civil engineering contract- 
ing, and general engineering industries may not engage 
workers except through a labour exchange. With some 
exceptions, men normally employed in coal-mining oF 
agriculture may not be engaged for work in any other 
industry. 

No. 891. Undertakings (Inspection) Order, 1940. 

A person authorised by the Minister of Labour must 

be permitted to enter and inspect premises used ™ 
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connection with any undertaking in order to secure 
compliance with Kegulations 55 and 58a of the Defence 
(General) Regulations. Books, records or other docu- 
ments must be produced and information furnished as 
required. 
WAR RISKS INSURANCE 
No. 783. War Risks (Commodity Insurance) (No. 5) 
Order, 1940 


= Legal 


COMPANY LAW 


Meaning of * Debenture Includes Ordinary Mortgage 
of Real Estate by Company—Companies Act, 1929, 
Sections 74 and 380). 

The House of Lords unanimously decided a_ point 
of first importance in the case of Knightsbridge I:stat 
Trust, Lid. v. Byrne (1940, 2, All E.R. 401). At the 
first hearing (reported in AccoUNTANCY, November, 
1938, p. 65), Luxmoore, J., held that a mortgage of 
real estate by a company could not properly be described 
as a debenture within the Companies Act, although it 
was a security of the company. The Court of Appeal, 
although overruling Luxmoore, J|., on another finding, 
did not deal with the question whether a mortgage is 
a debenture (see ACCOUNTANCY, January, 1939, p. 138). 
The House of Lords affirmed the main decision of the 
Court of Appeal, namely that on the particular facts 
a redemption period of 40 years was not unreasonably 
long. But the House reached their decision, not on 
general principles, but by the short cut of finding that 
a mortgage is a debenture and therefore enjoys the 
special privileges as regards redemption conferred on 
debentures by Section 74 of the Companies Act, 1929. 


Managing Director--Appointment for Ten Years 
Change in Company's Articles Removal from office 
Breach of contract. 

Another important decision of the House of Lords 
was in Southern Foundries, Ltd. v. Shirlaw (1940, 2, 
All E.R. 445). The facts are set out in ACCOUNTANCY, 
May, 1939, p. 290. By a majority of three to two, 
the decision of the Court of Appeal was upheld, namely 
that the removal from office of a director was a breach 
of contract rendering the company liable to £12,000 
damages. The defendant company, after engaging the 
plaintiff as managing director for 10 years, adopted 
anew set of articles, giving power to another company 
(which had acquired financial control of the plaintiff 
company) to remove from office any director. The 
plaintiff was removed from the office of director and so 
he, ipso facto, ceased to be managing director. It is 
cunous to note that of the nine judges who tried the 
case in the different courts, all six common law judges 
were in favour of the plaintiff, whilst the three chancery 
judges concerned, namely Lord Maugham, Lord Romer, 
and the Master of the Rolls, all expressed dissenting 
Judgments in favour of the defendant company. 


Accounts and Audit Inspection directed by Board of 
Toad: Inspector's right to introduce assistant during 
examination. 

The House of Lords decided in 1932 in the Hearts 
of Oak Assurance Co. case, that at a statutory enquiry 
held in private, persons reasonably necessary might be 
Oreernt. Se the senent case af Ic Gasmneat Bvitich Pichon 
Corporation, Ltd. (1940, 2 All E.R. 415), an interesting 
point arose concerning a Board of Trade inspection 
de Section 135 of the Companies Act, 1929. At the 
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No. 785. War Risks (Compulsory Lusurance of Com- 
modities) Order, 1940. 

The commodity insurance scheme is compulsory in 
respect of any person carrying on business as a “ seller 
or supplier "’ of goods. The wording of the regulation 
(1939, No. 1064) and of the form of policy is amended 
accordingly. 

(See AccoUNTANCY, June, p. 250.) 


Notes 


investigation, the inspector arranged for the examination 
of the managing director, who objected to the presence 
of a shorthand writer, refusing to answer any questions 
while he was present, on the ground that there was no 
authority under the Section. Crossman, J., held that 
a Shorthand writer was reasonably necessary for the 
purposes of inspection, and that the managing director 
was guilty of contempt of court in refusing to answer 
questions. The presence of the writer was not for the 
purpose of recording or publishing a report, but to 
enable the inspector to prepare his report. 


EXECUTORSHIP LAW AND TRUSTS 
Enemy national dying in England — Beneficiaries resident 
in Germany —-Return to be made to Custodian of Enemy 
Property. 

In Re Fischer (1940, 2 All E.R. 252), the deceased, a 
German national, died intestate in England in February, 
1940. His widow and three of his children lived in 
Germany and the remaining two children lived in 
England. Before the present war the deceased had 
applied for British naturalisation, but owing to the war 
naturalisation could not be obtained. In reply to a 
query, the Board of Trade said there was no objection 
to administration in the usual way, provided that a 
return was made to the Custodian of Enemy Property 
of any part of the estate demised to beneficiaries resident 
in enemy territory, and provided no part of the estate 
was transmitted to such beneficiaries without the 
necessary Government authority. Hodson, |., made an 
order to comply with these directions 


EMERGENCY LEGISLATION 
Courts (emergency Powers) Act, 1939-—Conditional stay 
of execution-—Due date of monthly payments. 

The construction of the Courts (Emergency Powers) 
Act, 1939, produces considerable ingenuity. In Re 
Judgment Debtor, No. 266 of 1940 (1940, 2 All E.R. 303), 
the Court of Appeal decided a short point which is 
important to creditors generally. An order under the 
Act gave leave to enforce judgment, with a stay of 
execution if the debtor “ paid 410 on February 1, and 


£10 per month thereafter." The debtor failed to make 
his second payment until March 5. The judgment creditor 


issued a bankruptcy notice on March 2, alleging that 


March | was the latest day for payment of the in- 
stalment. The Registrar accepted the debtor's con 
tention that under the terms of the order © 410° pet 
month thereafter ’’ meant that he had until March 31 
to pay his second instalment. The Court of Appeal 
reversed his decision and held that “ thereafter ” 
referred to the date of the first payment (namely, 
February 1), and that therefore subsequent payments 
were due on the first of each calendar month 
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FINANCE 


Gilt-Edged Resilience 

Nothing could emphasise more clearly than the 
behaviour of security markets this month that any 
preconceived notions of war as a period of inflationary 
boom, with soaring profits and share values, rising 
interest rates and declining gilt-edged prices, are com- 
pletely inapplicable to present conditions. On the 
contrary, gilt-edged maintain their resistance, while 
equities lose ground catastrophically. If the firmness of 
Government securities could be truly termed remarkable 
in the early weeks of Blitzkrieg, it would be difficult to 
do justice to the fortitude with which the market has 
stood up to the succession of shocks during the past 
month. Within a few days of the Belgian surrender, 
War Loan at the beginning of June was once again 
standing at par. Italy’s entrance into the war, the 
breaking of the Somme line, even the loss of Paris were 
received with complete calm. It was only the French 
demand for an armistice ‘that momentarily broke the 
market’s nerve and sent prices tumbling by some three 
points to the minimum levels. 


The Closed Market 

even at that point, however, dealings remained possi- 
ble on a limited scale. There was no freezing up. And 
within a week prices were once again actually somewhat 
higher than before this news was known, with the new 
3 per cent. War Loan standing at a slight premium. 
Though the rapid recovery after*the French news was 
undoubtedly assisted by official support on a fair scale, 
the movement as a whole is a striking testimony to the 
firm confidence of the British investor. It illustrates, 
moreover, what is possible in a closed investment 
market. In the early days of the month, the reinvest- 
ment of the June 1 dividend payments was alone 
sufficient to offset the disquieting war news. The market 
has also benefited by the resumption of purchases on 
the part of the clearing banks, who added some /15 
million during May to their total holdings, which at 
£633 million now show a recovery of £36 million from the 
low level touched last July. How much of this increase 
represents actual purchases in the market it would be 
difficult to say, for it is believed that the public depart- 


June 25.) May 31 Change 
War Loan 33°, ... 963 994 —2} 
Conversion 34%, 97 99% 23 
Nat. Def. Bonds, 

, ae ..-« Cor 100 } 
Midi Rly. 4°, ‘ce: ae 57} 34) 
G.W. Ord. so: 30 6 
L.N.E.R. 2nd Pref. 7! 9} 2 
Guinness ... ... 48/9 62, 13/3 
Harrods ... ... 28/3 31 2/9 
English Electric 16/3 27/6 11/: 
Vickers ... 9/9 12/9 3 
Dunlop _... ~~ a 30/- 8/- 
Lancs. Cotton... 13/3 14/4} 1/13 
Carreras ‘“‘A”’ 3% 33 fs 
Shell Transport ...  30/- 58/9 28/9 
Geduld eas oP 6 6) j 
Simmer & Jack ... 15 17/6 2/6 
Kho. Anglo » S46 13/6 4 
Bibiani = foam 16/6 1/6 
Mawchi ‘Tin ass wepe 26/3 3/9 
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ments have gradually been disposing of the amounts 
which they took up of the recent War Loan. 


The Collapse in Equities 

Different indeed has been the experience of th 
industrial market. Irom 62.6—already a new low—at 
the beginning of the month the Financial News index 
of ordinary shares has further slumped to 50.3, a declin: 
of 20 per cent. on the month, and of no less than 31 per 
cent. since the invasion of the Low Countries on May 10 
Industrials generally have thus fallen even below the 
worst levels touched during the 1932 depression. For 
this, two main factors are responsible. On the one hand 
the increase in E.P.T. and its extension, after som: 
racillation, to include all industrial concerns, has now 
rendered the term equity a misnomer. It is only the 
exceptional ordinary share which now has any equit: 
left. The remainder fall into the investment categor\ 
formerly occupied, for example, by low-class foreign 
bonds ; at the best thev offer a fixed return, which ma\ 
or may not be paid. No special concessions are appar- 
ently to be expected for concerns in exceptionally risky 
industries, and the projected concession of an extra 4 
per cent. in the capital standard for companies exploiting 
wasting assets (in general, mining concerns) has been 
postponed until the next Finance Bill. Even those shares 
whose dividend prospects would have been most severel) 
affected under the Limitation of Dividends Bill, such 
as Dunlop, Carreras, or Lancashire Cotton, have shared 
in the general decline, as will be seen from the table, 
despite the withdrawal of the Bill. Perhaps even the 
more important influence on values, however, has been a 
sudden awakening to the threat of air-raid damage in 
the near future, a factor which the market had formerly 
taken into account only in relation to railway stocks. 
The sharp reduction in the Shell dividend, due to 
damage sustained by the company’s plants in Holland, 
heightened market nervousness on this score. Not only 
prices, but also the amount of business, has fallen 
sharply (partly as a result of the complete prohibition 
of all dealings in “ restricted ’’ securities), the number 
of bargains having dipped below 2,000. Suggestions that 
minimum prices should be introduced for equities as 
well as fixed-interest securities have met with no favour 
in official quarters. Certainly, the varying dividend 
prospects of industrial shares would involve constant 
revision of the appropriate minima. Abnormally wide 
margins between gilt-edged and industrial yields hav 
resulted from the divergent price movements. [ven at 
the end of May the average yield on industrials, accord- 
ing to the Actuaries Investment Index, was over 7 per 
cent., or more than twice that on Consols (as compared 
with a spread of only 1 per cent. in mid-1937). Some 0! 
the highest vields for individual groups are : 13.81 pet 
cent. on aircraft shares: rails, 8.68 (against 0.50 
September last) ; oils, 8.50 (September 6.45) ; iron and 
steel 8.14; motors 7.25 (against 8.49 in September). 


National War Bonds 

Though the rapid increase in floating debt and bank 
deposits has suggested the advisability of a fresh Defence 
loan for many weeks past, it would clearly have bee! 
hazardous in the disturbed marked conditions to hav 
brought out a loan of fixed amount for subscription 0! 
a particular day. Thus the authorities have undoubted!) 
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chosen wisely in deciding to make the new 2} per cent. 
National War Bonds constantly available through the 
tap, a method adopted extensively in the last war. 
With their relatively short life of five to seven years, the 
new bonds will appeal primarily to the large investor, 
but are attractive also to the private investor who has 
already taken up his full quota of Savings Certificates 
and Defence Bonds. The response of the investing 
public generally to the recent turn of events augurs well 
for the success of the issue. On the first day, the 
Prudential Assurance alone applied for no less than 


ACCOUNTANCY 279 


£20 million of the new bonds. National Savings week 
evoked a response of more than {20,000,000 in sales of 
Defence Bonds and Savings Certificates, which had 
already shot up to £10,000,000 a week immediately the 
war situation became critical. Thus over £50,000,000 
was raised in a single month from the small saver, who 
has provided some £234 million towards the cost of the 
war since the campaign began at the end of November. 
In addition, the Chancellor has been able to report a 
swift response to his appeal for interest-free loans, some 
£2 million having been received in the first two days. 


Points from Published Accounts 


Imperial Chemical Ratnenetnn:—tee informative- 
ness, the annual report of Imperial Chemical Industries 
has few rivals in this country. Stockholders are provided 
with a record of profits in chart form from 1930 onwards, 
and a ten-year comparative financial record showing 
movements in capital and reserve, gross income and 
net income. Admittedly, the statutory profit and loss 
account and balance-sheet are not especially well set 
out and lack comparative figures. But the separate 
consolidated balance-sheet and income statement form 
an illuminating supplement to the report itself, and 
they present the figures both in the usual two-sided 
form and also as tabular statements. These consolidated 
statements are surely of sufficient importance to warrant 
being bound as an integral part of the report. 

The method of showing the group’s liability for income 
tax, E.P.T. and N.D.C., is interesting. In the con 
solidated statement the charge under these headings is 
£3,655,099, but an amount of £2,001,216 is deducted, 
representing the tax which has been or will be recovered 
from dividends to I.C.I. shareholders and outside share 
holders of subsidiary companies. The group’s net charge 
for income-tax is thus /3,653,838. In view of the 
growing importance of taxation as a charge on company 
profits this is a useful method of presentation. Where 
dividends are accounted gross, as in the case of I.C.1., 
and only a proportion of the total tax liability is charge- 
able to the company, the setting out of the full sum, less 
the shareholder’s contribution, enables the latter to see 
at a glance the total liability involved, and the amount 
which he is paying toward that liability from his own 
dividend warrant. 


Ever-Ready Earnings.The Ever-Ready report 
includes a fourteen-year comparative financial state 
ment with a column which purports to show the per- 
centage available for ordinary dividends. For 1940 
the percentage shown as available for ordinary dividends 
is 60.6 per cent., being the equivalent of profits, before 
preference dividends, amounting to £632,105. Deducting 
the preference dividend (£20,000), the balance of 
{612,105 represents a flat 60.6 per cent. of the ordinary 
capital. The accounts do not specifically state how 
mcome-tax is treated, but the item trade creditors 
includes a provision for all taxation for the year. The 
dividend, however, is plainly on a gross basis, i.c., before 
deduction of tax, and hence it is to be presumed that the 
balance of profit after preference dividends of £612,105 
has already been charged with the balance of the com- 
pany’s tax liability after allowing for the amount to be 
recovered from ordinary shareholders. If the difference 


between the gross cost of the dividend and the amount 
shown in the accounts as being available for distribution 
is grossed up, the result is an earnings percentage of 
approximately 73 per cent. 

General Motors Corporation.—-A note in the 
May issue discussed auditor’s certificates to. the 
United States Steel Corporation and International Nickel 
reports. The General Motors Corporation report which 
is now to hand is an even more illuminating document 
than these two examples of American accountancy pro- 
cedure, and consists of 71 pages, replete with facts and 
charts regarding the company’s business, the impact of 
Government finance, labour relations and economics, 
and the progress made on the operating side. The 
accountant’s special interest, however, will attach to the 
section of the report describing the auditing procedure 
of the Corporation. The board of directors have set up 
a Special Committee on Audit from which directors who 
are directly concerned with the administration of the 
business are excluded. Each subsidiary or operating 
unit has a Comptroller in charge of accounts and account 
ing practices, who is answerable to the Corporation's 
Comptroller so far as accounting is concerned. lurther, 
all operations of the Corporation are constantly checked 
by its own travelling auditors, who are independent 
from the operating units and answerable to the central 
auditing organisation. Superimposed on their activities 
are those of the Public Accountants who certify the 
accounts. This firm supervises the central and detailed 
auditing work with complete freedom. They test the 
accounting records of the Corporation and its operating 
units, make gencral reviews of their accounting methods, 
review methods of internal control and ensure that the 
Corporation’s annual statements are prepared in accord 
ance with accepted accounting principles. Stocks are 
taken under the general observation of the Public 
\ccountants——not, of course, to the extent that every 
individual item is checked, but so that tests are sufficient 
to demonstrate the validity of the total entries. This, 
broadly, is the range of work covered by the certificate 
adopted by the American Institute of Accountants 
The General Motors audit certificate itself does not 
mention tests of inventories, which in recent years have 
assumed great public importance, owing to the dis 
closures in the McKesson and Kobbins case, and, im 
general, it would seem desirable that any description of 
the auditors’ responsibility in the directors’ report 
should be supported in the auditors’ certificate itself 
his month’s example reproduces the summary of con 
solidated income which appears in the General Motors 
report. 
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. 250 ACCOUNTANCY duly, 1940 
: GENERAL MOTORS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
* Summary of Consolidated Income for the Years Ended December 31, 1939 and 1938. 
Year ended Year knae 
Dec. 31, 1939 Jee. 31, 1938 


,376,828 337.34 $1,066,973, 000 26 


/ 
— 


XALES 


Peorit from operations and income trom investments (ine luding dividends received from 

not consolidated), after all expenses incident thereto, 
$43,092 426.97 in 1939 and $47,019,403.85 in 1938 for 
plants, and equipment 


subsidiary companies 

and after providing 

depre¢ ation of real estate, 

le 7 
Special contingency reserve provided in view of disturbed conditions abroad 
Provision for possible losses under employee benefit plans 


Total 


Kemainder 
Idd General Motors Corporation's equity in earnings (net) of subsidiary Companies not 
consolidated, less dividends received (for the year 1938 dividends received were in 
excess of the Corporation's equity in earnings (net) of subsidiary Companies not 
consolidated) 


Nev Prorir trom operations and investments 


Less provision for : 
Interest on employees’ savings fund less investment fund reversions on account of 
employees’ savings withdrawn before class maturities 


employees’ bonus : 
Ikmployees’ bonus (distributable in stock on basis of average — market price 


of stock) 
Less excess of award basis over ‘cost of ‘tre asury stoc k distributable as bonus 


Net cost of employees’ bonus distributable in stock 
Amounts provided for bonus payments in cash to employe es of certain fore ign 
subsidiaries : 


Total bonus (including amounts provided by subsidiaries not consolidated) ... 
Total 


NET INCOME BEFORE INCOME AND ExXcESS PROFITS TAXES 


Less provision for United States and foreign income and excess profits taxes (including 


provision for contingent income taxes) 
NET INCOME FOR THE YEAR 
GENERAL MOTORS CORPORATION'S PROPORTION OF NET INCOME 


Dividends on preferred capital stock -$5 series (less dividends applicable to stock held 
in treasury) -including $764,851.66 in 1939 for an additional month’s accrual to 
provide for the full amount of the dividend payable February 1, 1940 

STOCK 


AMOUNT EARNED ON COMMON CAPITAI 


Average number of shares of common capital stock outstanding during the year 


a 


af 


246, 800,688 96 


10,000 000.00 


2,635 ,879.27 


12,635,879 .27 


234,164, 809.69 


340,431.16 
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228, 255,588.99 


44,852,189.51 
183,403 399.48 


183,290,221.70 


9, 943,071.66 


173,347,150.04 


42,942,833 


$4.04 


sp 


‘nh 


$ 143,650,024 54 


143 650,024 34 


9,657,345. 50 


133,992,679 04 


144,238.12 


~ 


293,619.93 
34,610.84 


3,259,009.019 
279,061.39 
4,538,070 48 
3,682,308 60 
130,310,370 44 
28,000,334. 15 
102,310,036 29 


102,190 0006.97 


9.178, 220.0 
93,011,786.97 


42,921 60. 


$2.17 


AMOUNT EARNED PER SHARE OF COMMON CAPITAL STOCK 
NOTES TO SUMMARY OF CONSOLIDATED INCOME. 
Since December 31, 1933, there has been excluded from earnings such portion of the earnings of foreign subsidit 


as could not be remitted because of foreign exchange restrictions. 


\s a result of changing, as of January I, 


and equipment located in the United States, the charges against income for the year 1939 amount to $3,923 022 22 less 


if based upon rates previously in effect. 


1939, the rates used in calculating accrued depreciation on real estate, plants 
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IN PARLIAMENT 


NATIONAL FINANCE 
ESTATE DUTY (REQUISITIONED FOREIGN 
BALANCES) 

Mr. Spens asked the Chancellor of the Exchequer 
whether he is aware that the requisitioning of foreign 
balances and securities by the Treasury under the 
Defence (Finance) Kegulations may, in certain cases, 
give rise to liability to Estate Duty which would not 
otherwise have arisen; and what steps it is proposed 
to take in the matter 

Sir K. Wood: I am aware that, as a result of the 
operation of the Regulations, assets situate in Great 
Britain may pass on death representing consideration 
moneys received in respect of foreign balances and 
securities which, if situate abroad, would not have been 
liable to Estate Duty. In such a case, where the death 
takes place not later than six months after the expiry 
of the Regulations, such part of the assets passing on 
the death as is shown, to the satisfaction of the 
Commissioners of Inland Revenue, to represent con- 
sideration moneys received in respect of balances and 
securities which, at the date of requisition, were situate 
out of Great Britain will, for Estate Duty purposes, be 
treated as so situate. 


MUNITIONS PRODUCTION 

Mr. Lees-Smith (by Private Notice) asked the 
Chancellor of the Exchequer whether he will take steps 
to secure that the production of munitions is not delayed 
by the lack of financial resources ? 

Sir K. Wood: Yes, Sir. All causes of delay in the 
production of munitions must be eliminated. In some 
cases firms, whether Government contractors, sub- 
contractors or others, concerned in munitions production 
may find themselves handicapped by the lack of money 
for wages and materials. This possible difficulty is 
lully appreciated alike by the Government and by the 
banks, and measures have been completed to meet it 
where it arises. Contractors, sub-contractors and others 
are advised to consult their banks when necessary. 
The system of progress payments while the work is 
going on, which is a common feature in Government 
contracts, is being extended to the fullest extent neces- 
‘ary. Government contractors and sub-contractors are 
requested to see to it that firms with whom they place 
sub-contracts recelve payments on account in the 
same way. 


GOVERNMENT CONTRACTS 
(Cost Investigation) 

Mr. Stokes asked the Chancellor of the Excheque: 
whether, in view of the 100 per cent. Excess Profits 
fax, he will consider instructing the purchase depart- 
nents of other Ministries to give up their technical costs 
branch, so far as it operates for the assessment of profits 
contracts, thereby setting a large amount of man 
power free for other purposes, and immediately causing 
4 speed-up in production by avoiding the delays caused 
bv such cost investigation, together with an actual 
‘eduction in cost to the taxpayer ¢ 
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Sir K. Wood : Instructions have already been issued 
which will obviate delays which might otherwise be 
caused by cost investigations at munition works. |! 
cannot, however, agree with the hon. Member when he 
suggests that the operation of a 100 per cent. Excess 
Profits Tax removes the necessity for ordinary price 
fixing. 

Mr. Stokes : While accepting the right hon. Gentle- 
man's expression of opinion that it is not necessary to 
remove the necessity for price fixing—-though it appears 
to have done so in the case of the limitation of dividends 

is he aware of the real difficulties of these cost investi- 
gations and how unnecessary they are in the majority 
of cases ? When will his instructions become effective ¢ 

Sir K. Wood: They have already been issued and 
they will, | hope, obviate the difficulties to which the 
hon. Member refers. 

Sir H. Williams : Will the right hon. Gentleman give 
attention to the fact that the main cost of munitions is 
not profits but other costs, and will he continue cost 
investigations in order to prevent the exploitation of 
other sections of the community ? 

Sir K. Wood: I agree with the hon. Member from 
that point of view. 


The office of the Special Commissioners of Income Tax 
has been removed from Turnstile House, 94-99, High 
Holborn, London, W.C.1, to Craigside Hotel, Llandudno, 
Caernarvonshire. London appeals, however, will con- 
tinue, until further notice, to be heard at Turnstile House 
The principal office of the Inspector of Foreign and 
Colonial Dividends, also the Conjoint Office (United 
Kingdom and Eire Kevenue Departments), have been 
removed from Hanway House, 27-31, Red Lion Square, 
London, W.C.1, to Craig-y-don Hotel, Llandudno, 
Caernarvonshire. The City Branch of the Inspector of 
Foreign and Colonial Dividends will remain at Lloyds 
Bank Buildings, 59-61, Moorgate, London, E.C.2 


BOOKS RECEIVED 


The Law of Contract during and after War. by 
W. F. Trotter, M.A., LL.D. Fourth edition. 
(Butterworth & Co. (Publishers), Ltd., London. 
Price {2 12s. 6d. net.) 

Unemployment and the Rationing Complex. 
A. G. McGregor. (Sir Isaac Pitman & Sons, L 
Price 6d. net.) 


-—_— 


Business Terms, Phrases and Abbreviations. 
Tenth edition. (Sir Isaac Pitman & Sons, Ltd. 
Price 3s. 6d. net.) 

Loose-leaf War Legislation, 1940. I:dited by John 
Burke. Parts 3, 4, 5. (Hamish Hamilton (Law 
Books), Ltd., London. Price 5s. net. each part 


‘* Taxation ’’ Key to Income Tax and Surtax. 
Budget edition, 1940-41. (Taxation Publishing Co., 
Ltd., London. Price 3s. 6d. net.) 


Citizens’ Advice Notes. Collected edition (National 
Council of Social Service, London. Price 2s. 6d. net.) 


Tolley’s Income Tax Tables for 1940-41. Compiled 
by C. H. Tolley, A.C.1.S., F.A.A. (Waterlow and 
Sons, Ltd., London. Price Is. 6d. net.) 
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Auditing : A Practical Manual for Auditors. By 
the late Lawrence KR. Dicksee, M.Com., F.C.A. 
Sixteenth edition by S. W. Rowland, LL.B., F.C.A. 
(Gee & Co. (Publishers), Ltd., London. Price 
25s. net.) 

Income Tax, National Defence Contribution and 
Excess Profits Tax. By E. E. Spicer, F.C.A., 
and E. C. Pegler, F.C.A. Fourteenth edition by 

R. J. Wilson, F.C.A., F.S.A.A.  (H.F.L. 
(Publishers), Ltd., London. Price 12s. 6d. net.) 

Trustee Savings Banks Year Book. Official Hand- 
book of the Trustee Savings Banks Association. 


July, 1949 


(Wyman & Sons, Ltd., Fakenham, Norfolk. Price 
3s. 6d. net.) 

Profits. Theoretical and Practical Aspects. By 

“James P. Beddy, M.Comm. (Hodges, Figgis anq 
Co., Dublin). 

Loose-Leaf War Legislation, 1940. Edited by John 
Burke. Part 4. (Hamish Hamilton (Law Books), 
Ltd., London. Price 5s. net.) 

Tolley’s Handbook of Income Tax, etc., 1940-41, 
By C. H. Tolley, A.C.LS., F.A.A. (Waterlow and 
Sons, Ltd., London. Price 1s. net.) 


Society of Incorporated Accountants 


MEMBERSHIP 


The following additions to and promotions in the 
membership of the Society have been completed. 


ASSOCIATES TO FELLOWS 

Abrahams, Sidney Lionel (Wolpert & Abrahams), 
Johannesburg, Practising Accountant ; Baker, Charles 
Norman (Pelham Plunkett & Co.), Waterford, Practising 
Accountant ; Bateman, Osborne Robert Sacheverel 
(Gattey & Bateman), Singapore, Practising Accountant ; 
Carson, David Tweed (James Baird & Co.), Bally- 
mena, Practising Accountant; Cooke, John Arthur 
(Peat, Marwick, Mitchell & Co.), Chicago, Practising 
Accountant ; Corder, Clive Sinclair (Ik. R. Syfret and 
Co.), Cape Town, Practising Accountant; Garton, 
Geoftrey Alan, Reading ; Kendall, Cyril Ernest (Howard 
Morris & Crocker), Portsmouth, Practising Acgountant ; 
Man¢ghirmalani, Shamdas Udharam, B.A., Accountant 
to Karachi Municipality ; Patel, Rabindranath Ambalal, 
Colombo, Practising Accountant ; Simmons, Michael 
Philip (Malpas Simmons & Co.), Bournemouth, Practis- 
ing Accountant ; Stewart, John, Burgh Chamberlain, 
Grangemouth; Sur, Purnanka Mohan (Sur & Sen), 
Calcutta, Practising Accountant. 


ASSOCIATES 

Ball, Kaymund, with Peat, Marwick, Mitchell and 
Co., London; Bocock, Cecil Norman, with Cooper- 
Parry, Hall, Doughty & Co., Derby; Brassington, 
Eric, with W. B. Keen & Co., London ; Butler, Edgar, 
with Edgar H. B. Butler, Worcester ; Clegg, Arthur, 
with Pruddah, Eilbeck & Co., Liverpool ; Coles, Harold 
George, with Richard Sheraton & Co., Birmingham ; 
Corbett, Ivor, with J. Wallace Williams & Co., Cardiff ; 
Cottle, Kenneth, with Thompson & Wood, Hereford ; 
Cox, Bernard John, Deputy Borough Treasurer, Wey- 
mouth ; Das Gupta, Binod Kumar, M.A.Com., B.L., 
with Rooke, Holt & Co., London ; Day, Geoffrey Kitson, 
with Price, Waterhouse & Co., Leeds ; Duckels, Leslie, 
with G. W. Townend & Co., Goole ; Edwards, Dennis 
Rowlands, Lincoln; Edwards, Frank Hunter, Stoke- 
on-Trent; Felstead, Edgar Irederick George, with 
Allan, Charlesworth & Co., London ; Frost, Frederick, 
Borough Treasurer’s Department, Brighton ; Geach, 
Cedric Benney, with Cunningham, Priestley & Co., 
Sheffield ; Gray, Peter, with Chantrey, Button & Co., 
London ; Grice, Albert, with Peat, Marwick, Mitchell 
and Co., Birmingham ; Harrison, [ric John, Hornsea, 
Yorks ; Hogg, John Scrymgeor, with J. E. P. Close 
and Co., Cape Town; Hossain, Mirza Mohammad, B.A., 
Patna, India; Howe, Leonard Chapman, with Walter P. 
Thomas, London; Hughes, Edgar, County Treasurer’s 
Department, Ruthin ; Hughes, Richard Harold, with 


W. Vincent Vale & Co., Wolverhampton ; Isaac, Jack 
Alonzo, with E. C. Condy & Co., Plymouth; Jones, 
Edward Raymond, with Harper, Kent & Wheeler, 
Shrewsbury ; Johnson, Harold Joseph, with Nutt, 
Horne & Co., Derby; Jones, Ivor Gwyneed, with 
Harmood Banner & Son, Liverpool; Jones, William 
Ernest Glyndar, with Alban & Lamb, Newport (Mon), 
Latham, Thomas Wardley, with Britten, Kott & Co. 
Manchester ; Lewis, Arthur Henry, Borough Treasurer's 
Department, Kotherham; McLaren, Arthur Victor 
James, with Hodgson, Harris & Co., London ; Mallin- 
son, Wilfred, with Sharpe & Sharpe, Huddersfield 
Manning, Francis George Frederick, with W. G 
Kay & Co., London; Naylor, Ronald Frederick, with 
B. T. Davis & Co., Birmingham ; Nicholson, William 
Richard, with Joseph Carr, McCracken & Co., New 
castle-upon-Tyne ; O’Connor, John Henry, with Alex 
Aiken & Carter, Durban; Parker, Dennis Hugh, with 
Dixon, Wilson, Tubbs & Gillett, London; Parry, 
Kenneth Clark, County Treasurer’s Department, Ruthin ; 
Price, William Elwyn, with Richard Leyshon & Co, 
Neath; Sanderson, Victor Neville, with Moore 
Stephens & Co., London ; Scott-Kelly, Thomas Grierson 
Crawford, with F. G. W. Tucker, Osborn & Co., Durban 
Shepherd, Kathleen Elvina, with Percy H. Walker, 
Cardiff; Sivasubramanian, Aranachala, B.A., for 
merly with B. P. Gharda & Co., Bombay ; Sur, Upendra 
Nath, B.Sc., formerly with S. B. Billimoria & G 
Calcutta ; Swinstead, Hugh Trevor, with Edwards 
and Edwards, Dorchester ; Tavernor, Clarence Alfred, 
with Donald H. Bates & Co., Stoke-on-Trent ; Taylor, 
Joseph Morton, with W. Murray Smith & Berend 
Durban ; Wilson, Rex Robert, with A. C. McDonald 
Surbiton; Woods, Douglas Edward, with Stewart 
Steyn & Co., Johannesburg ; Young, Lewis Jack Alec 
Wolverhampton. 


DISTRICT SOCIETIES 
AND BRANCHES 


BELFAST 
Report 


MEMBERSHIP 
The total number of Members is 216, consisting of 2! 
Fellows, 79 Associates and 116 Student Members, as 60 
pared with a total membership of 214 last year. 


EXAMINATIONS 
The Examinations of the Parent Body were held in May 
and November in the Central Hall, Municipal College ‘ 
Technology, Belfast, when three candidates passed the Fina 
Examination, four candidates passed the Intermediate @n¢ 
nine passed the Preliminary Examination. 
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Owing to the outbreak of War and the restrictions imposed 
by the black-out regulations, the activities of the Society 
were greatly curtailed, and only three meetings were held 
during the year, viz.: the Annual Meeting, held on April 24, 
1939 ; a meeting of practising members held on September f5, 
1939, and a meeting of members and students held on 
November 6, 1939, when Mr. J. D. Radcliffe, M.Com.Sc., 
read a paper on Excess Profits Tax. 

In October last the Ministry of Labour asked the Society 
tou nominate two members to act on a Kegional Panel to 
operate the Northern Ireland Centre of the Central Kegister 
of persons of scientific, technical, professional and higher 
administrative qualifications, which had been compiled by 
the Ministry of Labour and National Service for use during the 
present National Emergency. In accordance with this 
request, Our President and Vice-President were nominated 
to act on this Panel. Their names were accepted and Mr. 
Anderson and Mr. Boyle have been appointed as members 
of this Panel. 


BIRMINGHAM 


Report 

The Committee have pleasure in presenting the forty-ninth 
annual report. 

The District Society has now 343 members and 276 students. 

The Committee extends its congratulations to the students 
who were successful in the examinations of the Parent 
Society: Twenty-one passed the Final and twelve the 
Intermediate. 

Many of our members, students and staff are serving with 
H.M. Forces and defence services. Practising members are 
experiencing great difficulty with the depleted staffs, as it is 
impossible to replace them. 

The Council of the Society has given consideration to the 
best method of protecting the practices of members who may 
be called up for national service. The Secretary of the 
District Society has compiled lists of members in practice 
who are likely to need help, and of those who are willing to 
offer help. 

Many new books were added to the Library during the 
year, and a catalogue prepared by Mr. A. P. Bardell will 
shortly be issued to all members and students. 

The Consultative Committee has again proved most helpful, 
and it is proposed that it shall be continued. Members are 
recommended to seek advice through this channel on difficult 
points in practice. 

Eight lectures and functions were held during last year, and 
were well attended. Owing to the outbreak of war, the Presi- 
dent and Committee decided that all social functions should 
be cancelled. 

The Committee wish to thank the various lecturers for their 
services, and Mr. A. P. Bardell for taking the study circles 
and for his great interest in the library. They also wish to 
thank the Birmingham and District Society of Chartered 
\ccountants for their invitations to lectures, and for their 
co-operation generally. 


NEWCASTLE-UPON-TYNE 

The annual mecting of the Newcastle-upon-Tyne Society 
was held on June 7. 

The Officers and retiring members of the Committee were 
re-elected. Mr. Gilbert Stalker, B.Com., was elected Hon 
orary Auditor. 

Report 

The Committee regret that owing to the outbreak of war 
ithas been necessary to abandon the majority of the Society's 
activities. Although no meetings have been held, a con 
‘iderable amount of useful work has been carried ovt by the 
wolety’s officers in assisting and advising members and 
‘tudents in problems arising from the war. 

A number of members and students are already serving in 
H M. Forces. 

MEMBERSHIP 


lhe membership at March 31, 1940, was 41. Fellows 
180 Associates and 217 Students, a total of 438, the same figure 
«sat March 31, 1939 
It is with regret that the deaths are reported of Mr. 
. i Edwards, F.sS.A.A., a Member of the Committee, and 
Mr. KR. W. Race, AS.A.A 


kk 
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EXAMINATION RESULTS 
The District Society has had a most successful year in the 
Society's examinations. Congratulations are extended to the 
students who achieved special distinctions 
Two students obtained honours in the Intermediate and 
two in the Final. Mr. R. C. Walton was awarded a Sir James 
Martin Memorial Exhibition. Twelve other Final and 
thirteen Intermediate candidates also passed. 


PARENT SOCIETY 
A number of members attended the very successful Confer 
ence of the Society at Nottingham in July, 1939 


DISTRICT SOCIETIES 

The Society was represented at the Conference of District 
Societies held at Incorporated Accountants’ Hall, London, 
in May, 1939. . 

COMMITTEE 

The following retire by rotation but are eligible for re 
election: Mr. W. H. Green, Mr. A. M. White, Mr. C. L 
Hamer, Mr. H. S. Parkin, Mr. IF. W. Smith. The Hon 
Auditor, Mr. J. W. Donald, retires, and does not desire to 
stand for re-election. Mr. G. Stalker, B.Com., has been 
nominated 


NORTH STAFFORDSHIRE 


ANNUAL MEETING 

The annual meeting of the North Staffordshire District 
Society of Incorporated Accountants was held on June 7, 
1940, when the following offices were elected for the year 
ending March 31, 1941: President, Mr. J. Paterson Brodie ; 
Vice-Presidents, Mr. W. C. Coxon and Mr. E. Downward : 
Hon. Treasurer, Mr. E. Downward ; Hon. Secretary, Mr 
Donald H. Bates; Hon. Librarian, Mr. R. M. Chapman. 

All the retiring members of the Committee were re-elected 


Report 

The Committee has pleasure in submitting its annual 
report for the year ended March 31, 1940. 

The membership of the District Society on March 31, 
1940, was 120 (including 13 Fellows, 50 Associates and 57 
Students). 

In view of the outbreak of war, the programme of lectures 
for the session was cancelled 

The Committee wishes to congratulate the four candidates 
who passed the Final Examination and five candidates who 
passed the Intermediate Examination. 

The retiring members of the Committee are Mr. Rk. M. 
Chapman, Mr. W. C. Coxon, Mr. E. Downward, Mr. K. E 
Goodwin, and Mr. G. Taylor, who are eligible for re-election 
under Rule 5 (4) 


SHEFFIELD 
Report 

The Committee has pleasure in presenting the following 
report for the year ended March 31, 1940. 

The work of the Society has been continued, but the war 
has curtailed considerably the activities. Two lectures on 
excess profits tax by Mr. Victor H. Bayley were held, and the 
attendance was very satisfactory 

A complimentary luncheon to Mr. Percy Toothill, President 
of the Society, was held at Sheffield on March 29. The I’resi- 
dent of the District Society, Mr. A. F. J. Girling, presented 
to Mr. Toothill an antique bureau and mirror, together 
with a set of onyx and diamond dress studs, and Mrs. Girling 
handed to Mrs. Toothill a fitted dressing-case. 

The Society was represented at the Conference held in 
London in May, 1939, by the President and Secretary, and 
during the year numbers of matters have been discussed by 
the Committee, including absentee practitioners, — staff 
assistance, ete 

During 1939, nine candidates passed the linal Examination 
and three candidates passed the Intermediate Examination 
The Committee desires to congratulate them 

The District Society has suffered a loss by the death of 
Mr. J. H. Freeborough, J.P., a Past President, and for many 
years a member of the Committce 

A number of students and members have joined HM 
Forces, and the Committee wishes them a safe and speedy 
return. The Secretary will be pleased to be advised ot al! 
members and students serviny with HEM. borces 
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SOUTH AFRICAN (WESTERN) BRANCH 
ANNUAL MEETING 

[he fourteenth annual general meeting of the South Atrican 
(Western) Branch of the Society was held at Cape Town on 
May 9. In the absence of the Chairman, Mr. C. D. Gibson, 
who was on holiday, the meeting was presided! over by Mr. 
W. B. Gurney. 

The accounts for the year 1939 were adopted 

The retiring members of the Committee were re-elected. 
Mr. C. S. Corder was elected to the vacancy caused by the 
resignation of Mr. IP. L. Close. Mr. H. J. Notcutt was 
unanimously re-elected auditor. 

Mr. K. ©. M. Hands proposed a vote of thanks to Mr 
C. D. Gibson for his services as Chairman of the Branch 
during the past year, and to Mr. W. B. Gurney for presiding 
at that meeting. This was accorded with enthusiasm and 
Mr. Gurney suitably replied. 

Report 


A considerable reduction in the surplus of income over 


expenditure is attributed to several factors, the most 
being the transfer of the Orange Free State 


important 
members to the jurisdiction of the Northern Committee 

Seven Associates and one Fellow were admitted during 
the year. In view of the international character of the 
Society's qualification, it is felt that it would be to the 
advantage of candidates to take articles with the Society to 
run concurrently with those of the local body. There are 
111 members on the roll. 

The results of the examinations held in December, 1939, 
were most disappointing, possibly owing to the disturbing 
conditions caused by the war. It is hoped that there will be 
an improvement in 1940. 

The Accountancy Bill has been reintroduced this session 
in substantially the same form as before. It is not known 
what are its chances of becoming law, but the Committee 
is carefully watching the proceedings in collaboration with 
the South African Societies. : 

The usual yearly donation of twenty guineas has been 
made to the Benevolent Fund. The Chairman’ thanks 
those members who make personal donations, and commends 
the Fund as worthy of the support of every member. 


YORKSHIRE 
Report 
The Committee have pleasure in reporting a year of 
sustained effort in the work of the Society, in spite of the war. 
MEMBERSHIP 
The figures as to Membership for the past two years are 


as follow : 


March 31, March 31, 


1940 1939 
Fellows re “ss 55 55 
Associates a Er 324 293 
Student Members oy 192 327 
571 575 


We sincerely regret to report the loss, by death, of the 
following Members: Mr. A. H. Baron, Mr. F. Lee, Mr. W. M. 
Oddie, Mr. O. G. Taylor. 

LECTURES 

Owing to emergency conditions ruling from September, 
1939, lectures and other functions which had been arranged 
for the winter session, 1939-40, were cancelled. 

REVISION CLASSES FOR STUDENTS 

The Sub-Committee appointed to make the arrangements 
for short revision courses prior to the Society’s May and 
December half-yearly Examinations have been well supported 
by students who attended the course on Saturday mornings 
in the District Society’s Library at Leeds. 

E-XAMINATIONS 

The Committee tender their congratulations to the students 
who were successful in passing the Examinations of the 
Society held in May and December, 1939. Seventeen passed 
the Final and fifteen the Intermediate. 

STAFF APPOINTMENTS REGISTER 

During the past year many appointments have been 
arranged by means of the Staff Appointments Kegister kept 
at the Secretary’s office for Students and Members. Members 


ACCOUNTANCY 


July, 1949 


in practice having vacancies on their staff will assist the 
scheme by making known their requirements to the Secretary, 


LIBRARY 
The number of books issued during the year is 551. A 
new library catalogue was issued in September, 1939. 
SATURDAY MORNING KEVISION CLASSES 
\ fourth series of classes for candidates for the next 
examinations of the Society will be held from 11 a.m. to 
12 noon in the Library of the District Society offices, 16-18, 
Greek Street Chambers, Leeds. Other students may also 
attend. The subjects of the lectures and lecturers are : 
June 15.~-* Executorship Law and Accounts,” Mr. G. O. W. 
Pickard, I.S. A.A. 
22.‘ Insolvency,’ Mr. G. Neville Riley, Solicitor, 
29. —‘ Income Tax,’’ Mr. A. Wilson, A.S.A.A. 
Watson, 11..B., 


July 6.‘ Mercantile Law,” Mr. J. T. V 
Solicitor 
13.—‘‘ Some Points on E.P.T.,”’ Mr. G. Astle, F.S.A.A, 


20. Students’ Discussion Meeting 


PERSONAL NOTES 


Mr. Koland Burrows, W.C., who is senior legal examiner 
to the Society of Incorporated Accountants, has been elected 
a Bencher of the Honourable Society of the Inner Temple 

Mr. Henry Morgan, F.S.A.A., has been re-elected Chairman 
of the Council of the London Chamber of Commerce, 

Mr. Edmund Lund, F.S.A.A., has been appointed Chairman 
of an advisory committee tormed to further, the war savings 
campaign among local government officials. 

Mr. A. RK. A. Miller, Incorporated Accountant, has been 
appointed Borough Accountant of Chelmsford. 

Mr. C. R. Foot, Incorporated Accountant, advises that 
he has become a partner in the firm of Spain Brothers, 
Batchelor & Co., of Southampton, as from April 1 last. 

Messrs. S. K. Fuller & Co., Lillie’s Chambers, 39, Albion 
Street, Leeds, announce that Mr. Harry Marriner, Incorporated 
Accountant, has been admitted to partnership. The style 
of the firm will remain unchanged 

Mr. A. C. Legg, Incorporated Accountant, has been 
admitted a partner in the firm of Gough, Son & Clare, Brierley 
Hill, Staffs. 

Messrs. Howarth & Wilkinson announce that Mr. Harold 
Howarth has retired from the firm as from April 1, 1940. 
The practice will be continued by Mr. Donald W. Wilkinson, 
Incorporated Accountant, under his own name at Starkie 
House, Starkie Street, Preston. 


REMOVALS 


Incorporated 
House, 18, 


Accountant, has 


Fetzer, 
King Street, 


Marsh 


Mr. L. George 
removed his offices to 
Newcastle, Staffs. 

Mr. Tom Jackson, Incorporated Accountant, announces 
a change of address to 23, Henrietta Street, Batlev 


OBITUARY 


JOHN HUNT 

We regret to announce that Mr. John Hunt, F'.S.A.A., 
County Accountant to the Derbyshire County Council, 
died on March 14 last at the age of 61. Mr. Hunt had 
been a member of the Society since 1915. The whole of 
his professional life was spent in the service of the 
Derbyshire County Council, and he had been County 
Accountant for 19 years. 

Mr. Hunt was highly esteemed by his colleagues in 
local government financial circles, and was President 
of the County Accountants’ Society in 1934. He was 
deeply interested in the training of the junior officers 
of the service. 
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